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A CRITIQUE OF COUNTERVAILING 
POWER 


BY ARTHUR SCHWEITZER * 


: theory of countervailing power has been presented as a 
general economic law that prevails in all markets wherever there 
is, first, original power, and second, no excess demand in a market.* 
Countervailing power in its most general form has three character- 
istics. It is located on the other side of the market; it is based on 
a conflict of interests between the opponents in the market; and it 
leads not only to a transfer of profits between the two marketers 
but also to a passing on of monopoly profits to traders in subse- 
quent markets. Countervailing power is thus believed to be a 
principle of great generality that not only determines prices but 
also tends to equalize distributional shares in markets. In fact, 
the character of the market itself is changed. The defunct auto- 
matic market system is replaced, in Galbraith’s words (p. 196), by 
“the self-regulatory mechanism based on countervailing power.” 

The “‘self-generating force” of countervailing power is expected 
to accomplish what competition failed to achieve. Located on the 
other side of the market, countervailing power exerts an active 
restraint on anyone enjoying “original power.”’ The two forms 
of power condition and neutralize each other. Countervailing 
power arises whenever there is original power; the former takes 
away the fruits enjoyed by the latter. The consumer is expected 
to be the ultimate beneficiary of the power-transferred monopoly 
profits. When countervailing power does not arise by itself, because 
the marketers are too numerous or the organization ineffective, the 
state is in a position to grant the necessary support so that disad- 


* AuTHor’s Note—I am indebted to my colleagues, Professors C. L. Christenson 
and S. M. Loescher, for a critical reading of an earlier draft of this paper. 

1J. K. Galbraith, American Capitalism, The Concept of Countervailing Power 
(Boston 1952). Subsequent references to Galbraith are to this work. 
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vantaged groups can accumulate countervailing power. The func- 
tion of economic policy is thereby greatly simplified. Govern- 
ment is obliged to curb original power and to support, in all 
feasible ways, countervailing power. In doing so, governments 
will forestall the threat of concentrated private power, and assure 
the economic and political stability of capitalism. Countervailing 
power thus claims to be a new theory of markets as well as of 
private capitalism. 

Reduced to its bare essentials, this theory implies two proposi- 
tions. First, power is regarded as an economic variable that 
becomes the strategic factor in the operation and analysis of 
markets. Economic power in markets appears always in pairs. 
The side first able to build up a monopoly position possesses origi- 
nal power; the opposite number necessarily accumulates counter- 
vailing power. Opposition prevails inevitably between the two 
types of powerholders. The result of the mutual pressure is that 
both are deprived of the benefits of their power. The gains of 
power and of innovation are handed down to the consumer. 
Private capitalism thus not only creates but also eliminates con- 
centrated private power, through the conveniently arising counter- 
vailing power. 

Second, economic power is not to be analyzed in terms of the 
traditional theory of bilateral monopoly or oligopoly. A new 
theory is necessary, one that clearly reveals the “‘self-generating 
force’ of countervailing power and overcomes the sterilizing effect 
of what Galbraith (p. 120) calls the ‘confining formality of the 
assumptions of monopolistic and (more rarely) oligopolistic moti- 
vation and behavior.” Presumably the new theory will be able 
to offer an economic explanation of pricing in bilateral situa- 
tions, and thereby eliminate traditional theory's pitfall of price 
indeterminacy. 

I find myself in agreement with the essential features of the two 
propositions. I accept economic power as an economic variable, 
and I believe that it provides the principle for an economic expla- 
nation of pricing in oligopoly situations. Professor Galbraith 
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deserves credit for having formulated correctly the problem of 
economic power. Yet I cannot accept his particular theory because 
I find in it two central deficiencies. The first is that it makes no 
attempt at a general theory of economic power. Original and 
countervailing power are presented in terms of the traditional 
opinion that all power originates in markets, is the result of 
monopolistic positions in markets, and works only through the 
economic laws of value.?, Reasoning within this limited frame- 
work of the traditional power theory, Galbraith was forced to 
neglect all the differences between the power in the market, in 
the concentrated property structure, in economic organizations, 
and in the state. He regards all these types as market power, 
pressing them into his simple scheme of original and counter- 
vailing power and thereby attributing the latter with excessive 
virtues that can hardly ever be observed in any of these situations. 

The second deficiency is closely allied with the first. In failing 
to define economic power as a variable that is independent of the 
traditional law of value, Galbraith could not come to grips with 
the issues analyzed in the theory of bilateral oligopoly. There is 
thus no attempt to show how countervailing power is able to 
determine prices, how it transfers the profits from original power 
to itself, and why it has to pass on the excess profits to the 
consumer. 

The present paper is concerned only with the first of these two 
deficiencies: the failure to deal with the nature of economic power. 
We are in need of a theory on the origin, base, impact, and effect 
of economic power. Since power is enjoyed by persons as well as 
by groups, the theory of power has to be presented in terms of 
the structure of groups active in our economy. Powerful groups 
develop their own economic policies and seek to impose them on 
other groups as well as on the government. There are thus two 
distinct problems: the theory and the policies of powerful economic 

2 The classic formulation of the traditional view was given by Eugen von Béhm- 


Bawerk, “Macht oder 6konomisches Gesetz?,” reprinted in his Gesammelte Schriften 
(Vienna 1924). For a different interpretation of economic power see Adolf Léwe, 


Economics and Sociology (London 1935) Ch. VII. 
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groups. Since the argument of countervailing power is presented 
almost exclusively in terms of economic policy, the present critical 
assessment will also be stated in these terms. 


The thesis of countervailing power is a protest against three popu- 
lar neo-liberal propositions: that every kind of power is necessarily 
a source of abuse and exploitation; that any private market organi- 
zation will necessarily restrict supply and raise prices; that govern- 
ment support of any private group will give privileges to that 
group and thereby reduce the total of economic welfare attainable. 
How valid is the counter-argument to these propositions? Is it 
correct to say that economic groups develop in pairs; that one 
group enjoys original and the other countervailing power; that 
“the first begets the second,” as Galbraith puts it (p. 118); that 
they will necessarily be antagonistic to each other; and that they 
neutralize each other's powers? 

Anyone studying types, objectives, organizations, and activities 
of big enterprises and economic interest groups is necessarily 
impressed by the close affiliation of their economic and political 
interests and activities.’ These enterprises and groups either 
employ their economic power to obtain political influence, or seek 
political power in order to increase their economic opportunities. 
The thesis of the necessary coexistence and antagonism of pairs of 
groups can thus be tested in both the political and the economic 
field. In this section we will take a look at interactions of eco- 
nomic groups or government activities in the political field. The 
next section will examine the validity of the thesis for bilateral 
relations of groups in commodity markets. 

Whenever an economic group engages simultaneously in eco- 
nomic and political activities it becomes an ecopolitical group. 
Yet there are distinct differences between the kind and range of 


On the political activities of private economic organizations see two works by 
E. P. Herring, Group Representation Before Congress (Baltimore 1929) and Public 
Administration and the Public Interest (New York 1936). 
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economic or political activities and the methods employed in each 
field. To take account of these differences we must distinguish be- 
tween special and general ecopolitical groups. Special groups com- 
prise and represent only members of a particular industry, trade, or 
service, who fight simultaneously for their special economic and 
political interests. General ecopolitical groups usually comprise 
a whole series of special-interest groups, are usually federally or 
confederatively organized, and concentrate on the major economic 
and political interests of the combined interest groups. 

The two kinds of ecopolitical groups have in common the 
determination to bring or keep the body of economic law in 
conformity with their economic interests. Yet they differ so 
decidedly in their range of economic interests, in the extent of 
power enjoyed, in the particular methods employed, in the sum 
total of their economic and political influence, that the common 
practice of identifying the two can hardly be justified. Conse- 
quently, special ecopolitical groups will here be called economic 
pressure groups, whereas the general groups will be designated as 
economic power blocs. 

Special ecopolitical groups are usually the organizations of a 
single trade or manufacturing association, a trade union, or a 
group of farm producers. They usually take an active interest 
in all legislative proposals or prospective administrative and judi- 
cial rulings that promise to affect the economic interests of the 
group concerned. Economically, leaders of such organizations 
seek to improve the group's property chances (as by removing 
the restrictions on grazing on federally owned land) or to protect 
or increase its market chances (as by a higher tariff). Politically, 
pressure groups claim the right to representation in the process 
of administrative or judicial decision-making. They also insist 
on participating directly or indirectly in the formulation of eco- 
nomic policies, whether arrived at by presidential or by legisla- 
tive agencies. They anticipate regulatory or judicial actions, seek 
to exploit discretionary power of commissions for their own ends, 
and engage actively in litigation either to promote or to defend 
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their interests in the application of the existing body of laws. 
While representation and litigation were originally established 
as rights of individuals, these individual rights are either backed 
up by the organization to which an individual belongs,* or are 
assumed and exercised outright by the groups themselves. What- 
ever their legal aspects, litigation, representation, and participa- 
tion are the generally utilized devices through which pressure 
groups realize their economic interests, translate their economic 
into political power, or prevent political power from restricting 
the exercise of economic power. 

The three activities of pressure groups have found diverse 
responses from governmental or party officials and agencies. The 
type of response depends on the number of powerful groups, and 
on the extent of power enjoyed by each in a given situation. On 
the whole, political agencies have exhibited four different atti- 
tudes toward the demands of economic pressure groups: submis- 
sion, compromise, adjustment, or opposition. Submission pre- 
vails when one pressure group is predominant in a field; the 
politician, official, or agency has then the choice of submitting 
to the interest policy or resigning from his office, for if he resists 
he will be removed sooner or later, or the particular function 
will be referred to another office or official. When there are two 
or more groups with conflicting interests in the same field, then 
the function of government agencies is to obtain a compromise 
among their representatives; either these negotiate an agreement 
among themselves, or the appropriate government office has to 
act as a mediator, if not as an arbitrator. When there is only 
one special group interested in a particular field in which the 
question is one of interpreting and enforcing an existing statute, 
government agencies may adopt the attitude of recognizing the 


4 In the recent case on unit-advertising before the Supreme Court, one newspaper 
was indicted but about 118 were engaged in the same practice. Hence the trade 
association of these firms became an interested party in the proceedings, and success- 
fully defended the interests of its members. 

5 For interesting details see Chapters VII, VIII, and IX in Herring, Public Adminis- 
tration . . . (cited above, note 4). 
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special interests and may facilitate the adjustment of the law to 
the interests. Or, in this same situation, officials may reject such 
adjustment, take the attitude that the law is superior to these 
interests, and seek the compliance of the group to the commands 
of the statute. 

For present purposes the total of economic pressure activity may 
be divided into two kinds, depending on whether or not the 
activity is closely related to particular markets. Since our gov- 
ernment has the power to review marketing practices, regarding 
as illegitimate many of the collective forms of private market 
control, a significant portion of the political activities of economic 
pressure groups is concerned with litigation, with influencing the 
enforcement and interpretation of existing statutes. The other 
kind of political activity deals with policy formation, with the 
organizations seeking to translate their particular policy into the 
law of the land. In practice, the two kinds of activities support 
and reinforce each other; it is with the relationship of law inter- 
pretation and countervailing power that we are here primarily 
concerned. 

Although economic litigation engaged in by pressure groups is 
a governmental process, the issues are usually taken from markets, 
and the governmental decisions directly affect market activities 
of members in economic organizations. The formally political 
deliberations and decisions become economic when they enter 
the evaluations of buyers and sellers making market decisions. 
When political activities of government agencies directly influence 
decisions of pricing or of the control of supply or demand, we have 
politico-economic processes. It is to these quasi-market processes 
that the concepts of original and countervailing power can be 
applied when the political decisions take the form of litigation.® 

Original power arises in the market, in a particular organiza- 
tion, or in the property structure. Its holders engage in litiga- 


¢ Many of these quasi-economic processes are litigational in their political aspect, 
especially for large concerns. Yet there are many exceptions, like taxes on business, 
which occur as a government command. These are not normally negotiated or 
litigated by groups once they are on the statute books. 
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tional activities to promote or defend their interests in govern- 
ment proceedings. Countervailing power, however, does not arise 
in any of the three economic spheres. In terms of Galbraith’s 
theory we can say that countervailing power is supplied by the 
government, which, through its prosecutor, attacks original power- 
holders, seeks to limit their power, and prohibits some of their 
market practices. Although political in its origin, the investiga- 
tion, indictment or prosecution by government has a market 
effect that is similar to that of countervailing power. If successful, 
it can improve the property opportunities or strengthen the market 
position of those subjected to original power in actual exchange 
transactions. When courts defend the interests of disadvantaged 
traders, governmental prosecution may be regarded as consti- 
tuting politically supplied countervailing power. 

In economic litigation, holders of original and countervailing 
power do not meet and exercise their influence directly in markets. 
Both have to present their arguments in courts. The legal author- 
ity of judges, not the extent of actual market or organizational 
power, will provide the basis for deciding the issues in disputes. 
In principle, judges have three choices in making their decisions 
relative to the economic interests of the represented parties. They 
can facilitate the interests of original powerholders; they can seek 
and obtain relief or support for those subjected to original power; 
or they can limit themselves to a strict interpretation of the law 
regardless of how the various interests may be affected by their 
decisions. 

Facilitation arises whenever the special interests of the indicted 
group are not clearly in accord with the intent of the law. Courts 
have often reinterpreted the law so as to adjust it to the special 
interests. In adjudicating the antitrust laws, facilitation took the 
form either of the “rule of reason” or of granting exemptions from 
the coverage of the laws. The “rule of reason” provided an open- 
ing for defendants to prove how “reasonable” were their particu- 
lar policies, and thereby avoided the prohibitive intent of the laws. 
Courts have also exempted whole industries from the provisions 
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of certain statutes, thereby granting them immunity from prosecu- 
tion under the antitrust law. The earlier history of the enforce- 
ment of the law against collusion was one of granting full recogni- 
tion, if not outright preference, to the special interests of the 
powerful, thereby nullifying the intent of the law. The same 
facilitation of private interests could be observed in the judicial 
actions against trusts and mergers. The Supreme Court refused 
to declare unlawful the “existence of unexerted power,” required 
evidence for the intent and “purpose to acquire dominion,” re- 
fused to recognize the size of a merger as pertinent evidence, and 
finally dissolved only those very few trusts that had attained an 
almost complete monopoly over the industry controlled. A few 
“bad trusts” were declared illegal, and all the other less compre- 
hensive trusts were left uncensored by the Supreme Court. 

In another phase of adjudication, courts reasserted their neutral- 
ity and impartiality regarding the interests of the defendants. They 
decided that cartels were illegal, prohibited open-price associations, 
outlawed certain activities of trade associations. Finding in accord- 
ance with the letter and spirit of the law, courts achieved a change 
in the economic organization of markets. The outlawed forms of 
collective actions of traders disappeared in their open forms." 
Yet others took their place and, though less visible and not readily 
provable in courts, they functioned effectively as means of a 
private control of markets. Restoration of effective competition 
was hardly ever achieved in markets affected by the prohibition 
of certain collusive forms of organization. Countervailing power 
via courts thus failed to become effective; disadvantaged traders 
received no benefits from government activity. 

In a short period after World War II the Supreme Court, in 
its Alcoa and Tobacco decisions, went beyond prohibition of 


7 Anyone familiar with the detailed market organization of European cartels will 
fully appreciate the significant organizational success of the law against collusion. 
By the same token, in abolishing or preventing these kinds of formal organization, 
the law unwittingly strengthened the growth of trusts, the speed and extent of 
merging enterprises. Paradoxically, the more successful the law of collusion, the 
more urgent was the need for an informal market organization and the greater 
the failure of the law against trusts and mergers. 
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market power and attacked property power as the source of 
monopolistic control of markets. The older distinction between 
the existence and exercise of economic power, or between “good”’ 
and “bad” trusts, was discarded. The view was adopted that 
“the material consideration in determining whether a monopoly 
exists is not that prices are raised and that competition actually 
is excluded, but that the power exists to raise prices or to exclude 
competition when it is desired to do so.""* Unexerted economic 
power was thus declared illegal. This condemnation, however, 
was a “victory without remedial action.” * As after previous de- 
cisions against collusions, the defendants changed their methods 
but the private control of markets remained unchanged. 

What remedies could be sought? In the Columbia Steel deci- 
sion in 1948 the minority opinion of the Supreme Court sug- 
gested two alternative lines of action.’® “Industrial power should 
be decentralized.” This would require either dissolution and 
disinvestiture or deconcentration and divorcement of private cor- 
porations. ‘Power that controls the economy should be in the 
hands of elected representatives of the people, not in the hands 
of an industrial oligarchy.” To effect such a transferal of eco- 
nomic power would at least require imposing public-utility status 
upon, if not actually nationalizing, the huge private corporations. 
In taking a good look at these alternative remedies, the former 
majority of the Supreme Court dissolved itself, and ran away from 
the problem. The new majority of 1948 approved the absorption 
of the Consolidated Steel Corporation by the United States Steel 
Corporation. 

Hence whenever the courts adopted the attitude of opposition 
and prohibition to holders of original power, politically supplied 
countervailing power was applied by the courts. Yet it did not 
become effective. Why did countervailing power fail us? The 
reason lies in the nature of the “support” given by statute and 


* American Tobacco Co. vs. United States, 328 U. S. 810 (1946). 
® William H. Nicholls, “The Tobacco Case of 1946,” in American Economic 


Review (May 1949) p. 288. 
10 United States vs. Columbia Steel Co., 334 U. S. 536 (1948). 
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courts. Prosecution and enforcement of the antitrust laws pro- 
vide an opportunity for buyers and sellers to take effective actions 
in markets. Why is such action frequently not forthcoming? 
Buyers or traders of goods purchased from firms convicted of 
collusion or ordered to desist from certain illegal actions are 
frequently unorganized. They belong to disadvantaged groups 
that do not have the resources and the cohesion necessary to 
organize themselves and to exploit the opportunities granted by 
courts. In consequence the prosecution efforts of the government 
against collusions could bring no lasting benefit to small firms 
or consumers. Private organizational power is necessary to trans- 
late favorable court decisions into specific trading benefits in 
markets. When the private organizational power is missing, suc- 
cessful litigation against collusion merely creates a shift from 
formal to informal market control, buyers being usually deprived 
of any visible benefits. 

On the side of the sellers there is another reason why gov- 
ernmental indictment and enforcement could not develop into 
effective countervailing power. The prohibitive decisions of the 
Supreme Court, outlawing certain marketing practices, could be 
readily circumvented because the defendants enjoyed simultane- 
ously trading and concentrated property power. Whenever the 
courts dented or temporarily destroyed their particular trading 
power, the firms affected could rely on the power of their undis- 
turbed concentrations of property. Deriving power from this 
base, huge firms could reduce their understandings to informal 
agreements, engage in ‘‘spontaneous coordination” of their activi- 
ties, refrain from an outright violation of court decisions, and 
still control markets effectively. Prosecutors and judges had to 
fail because in limiting “market power” they were unable or 
unwilling to reach the real basis of economic power, concentration 


of productive facilities. 

In facing squarely the issue of property power for a short post- 
war period, the Supreme Court highlighted in a flash the crisis 
in the whole policy of enforcing competition by statute and adjudi- 
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cation. The dilemma was and is: shall concentrated property 
power be dissolved or approved? Deconcentration would require 
a fundamental reform of the industrial property structure. Courts 
have neither the intention and authority nor the power to carry 
through such a reform. It would have to be imposed on them 
and the powerholders. If the overwhelming majority of the 
people do not want it—and there is no sign that they do—the 
reform will never see the light of day. But approval and full 
political support of property power would legitimize “industrial 
oligarchies.”" The increase in their power would have such detri- 
mental political repercussions that democracy its.!f would be 
endangered. Hence we have to continue living with this dilemma. 
The antitrust laws in their present form cannot be utilized to 
destroy the concentration of property; they cannot be expected 
to enforce competition. Their major achievement has been to 
prevent the rise of formal market organizations, thereby un- 
wittingly facilitating the growth of informal organizations as 
well as increasing the number of mergers and consolidated enter- 
prises, which now assume some of the functions usually performed 
by formal market organizations.’* | 

This experience suggests an important line of inquiry for the 
theory of countervailing power. The lesson is that there was 
governmentally supplied countervailing power, but no effective 
countervailence in the private sphere. Why not? Was the 
power insufficiently supplied, or was the effect of its application 
spoiled because there was another power stronger than that of the 
government? 

11 This economic reform would have to be accompanied by a political reform 
which would make one political party and all three branches of the federal govern- 
ment fully independent of the accumulated power of the huge enterprise. Otherwise 
one step forward would be followed by two steps backward. 

12 The view has been expressed that court decisions since 1945 have established 
a “two-level anti-monopoly law”; see Edward H. Levi in Northwestern University 
Law Review (November-December 1952). Monopoly power per se has recently been 
declared illegal, in addition to monopoly as an abuse of power. Actually this dis- 


tinction has legal but little economic significance, since the illegality of monopoly 
per se has not led to any impressive policy of economic deconcentration. 








oe ee 
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To each of these questions Galbraith provides us with con- 
vincing answers, although they are in a context not directly related 
to antitrust policy. In his view (pp. 154-55) effective political 
support by the government can be obtained only under two con- 
ditions. “In the actual sequence of events, some measure of 
organization of the groups themselves must precede any very 
important government subsidy to their developing market power.” 
This condition was satisfied in the case of all three basic anti- 
trust acts, the first being adopted in response to the demand of 
the Granger movement, the second coming after the election 
victory of the New Freedom movement, the third being a result 
of the claims of small businessmen in the heydey of the New Deal 
for protection against cutthroat competition by large firms. The 
second condition was also given: once support has been obtained, 
the group concerned must have political power in order to 
“defend in Congress and before the public the effort being made 
on their behalf.” By any standard the supporters of antitrust 
policy have enjoyed a significant degree of political power which 
they have been able to utilize successfully in Congress, at least 
since Thurman Arnold’s prodigious efforts. In consequence, the 
failure of antitrust policy can hardly be attributed to a lack of 
government support of those in favor of such a policy. 

The failure is seen by Galbraith as a result of bigness. Speak- 
ing of the Tobacco case and others, he remarks (p. 57): “Even a 
successful prosecution, unless it results in a complete breakdown 
of existing firms, does not alter the fundamental behavior pattern 
of the industry. So long as there are only a few massive firms 
in an industry, each must act with the view to the welfare of all. 
They cannot, by force of law, be made to act as though they had 
no economic power—as though each were insignificantly small.” 
It is thus the power derived from bigness, from a concentration 
of productive facilities in the hands of huge concerns, that was 
responsible for the failure of an effective antitrust policy. 

In spite of his clear insight into the cause for the ineffectiveness 
of antitrust policy, Galbraith fails to raise the strategic theoretical 
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question: what kind of economic power does bigness create in the 
economy? He conceives of all forms of economic power as “market 
power.” Indeed, his chapter discussing the rise of the big con- 
cern is entitled ““The Rebirth of Market Power.” It seems that 
concentration of properties merely magnifies “market power,” and 
does not create a new kind of economic power. This mistaken 
definition of the power of bigness leads to a theoretical impasse. 
If bigness only enhanced ‘market power,” then the problem of 
why antitrust policy achieved a tolerable success in enforcing the 
law in regard to collusion but faltered in regard to mergers and 
trusts remains insolvable. The answer can be only that in each 
case a different kind of economic power was subject to litigation. 

That is to say, the term “market power”’ is too clumsy for pur- 
poses of analysis and policy. We need to distinguish the various 
kinds of economic power according to their respective sources of 
origin. Three such sources can be readily observed in regard 
to product markets: collusion, special trading opportunities, con- 
centrated property. 

Collusion, or organizational power, arises when there are either 
formal or informal agreements on one or both sides of a market; 
when the agreement can be disregarded, the organization is neces- 
sarily weak, and its influence will diminish or disappear. Organ- 
izational power can be associated with the power of either bigness 
or smallness, although organization becomes unnecessary or in- 
formal for giant firms, and tends to be ineffective when buyers 
or sellers are too small and numerous. 

Trading power springs from special transactional opportunities. 
These may result from geographical advantages, fewness of rivals, 
product distinctions, misinformation, habits or inertia (or “good 
will”) of participants or rivals in transactions. These trading 
opportunities may be accessible to any buyer or seller in any kind 
of market, but trading opportunities isolated from other sources 
of power are most clearly observable in situations of smallness, 
whether of sellers or of buyers. 

Property power, in contrast, arises from the concentration of 
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assets in the hands of those controlling large firms. Concentrated 
property is the basis for controlling quantities supplied, as well 
as for manipulating demand via advertising, product differentia- 
tion, or distinctiveness of trademark or firm name. Obviously, 
property power inevitably arises in situations of bigness in partici- 
pating enterprises. 

It is the association of the different kinds of power with either 
bigness or smallness that is of strategic significance for under- 
standing or handling economic power. These different kinds of 
power, it should be stressed, are not included in the distinction 
between original and countervailing power, where the difference 
is one of time—who came first—and of place in the market. 
“Original” and ‘countervailing’ are different forms of any of 
these three kinds of power, but are located on opposite sides of 
the market. 

Decisive for policy is the fact that property, trading, and organ- 
izational power have different degrees of resistance to antitrust 
action. Formal agreements can be outlawed, and organizations 
of small firms can usually be destroyed; on the other hand, infor- 
mal understandings provide little legal evidence, and the informal 
organization of big firms is usually immune to court action. Trad- 
ing power of small firms can frequently be destroyed if and when 
it is declared illegal. Property power, however, is in a quite dif- 
ferent position. Most of its market manifestations are hardly ever 
subject to litigation. When property power has been attacked, 
court actions have had little effect. When market shares are 
reduced or assets disinvested by court action, the form of the asset 
will be changed, the possible effect of power will be modified, 
but the base of power—concentrated assets—will remain largely 
intact. There is thus a declining degree of effectiveness of anti- 
trust actions, from the vulnerability of the more open forms of 
collusion down tc the practical immunity of property power." 


18 This practical immunity of property power seems to underlie the argument of 
Dean Edward S. Mason, who insists that reducing the market shares of single firms 
is not an attack against bigness; see his “The New Competition,” in Yale Review 


(Autumn 1953). 
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When the ‘fundamental behavior patterns of industry” are 
determined by bigness, then the logic of the situation requires 
a fundamental reform of the property structure. The theory of 
property power calls for an abandonment of the traditional anti- 
trust policy, and for a new distribution of productive facilities in 
order to break up concentrations of property power. This line of 
action Professor Galbraith emphatically rejects. His contention 
is that the occurrence of countervailing power in markets pro- 
vides the degree of private organization that is so necessary for an 
effective antitrust policy. He is thus shifting the discussion from 
the issue of concentrated property to that of the organizational 
power operative in the market. 

According to his argument, the political organizations that 
originated and sustained antitrust policy have not been of the 
right kind. What is called for is a specific market organization, 
whether by large or by many small firms, that operates on the 
other side of the market. When these holders of organizational 
power resist effectively, they will eliminate the weakness of gov- 
ernmentally supplied power, for, as Galbraith says (p. 151), “the 
theory of countervailing power comes to the defense of the anti- 
trust laws at what has been a very vulnerable point.”” The theory 
not only presents an explicit argument as to why price discrimina- 
tion by holders of countervailing power shall be permissible, but 
also contains the implicit argument that countervailing power will 
take care of the problem of adequate remedies in court cases. 
Being organized and powerful, opponents either will make litiga- 
tion unnecessary or will supply the remedy through their impact 
upon holders of original power. 

The new issue before us is then the proposition that holders of 
property power and of organizational power are pitted against 
each other in every market. The two types of power not only 
coexist and conflict in each market but tend to be of equal 
strength, with the result that the government can, in principle, 
abstain from any review of market practices. Instead it is the 
major peacetime function of the federal government, says Gal- 
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braith (p. 142), to support the holders of countervailing power. 
When the power enjoyed by groups operates effectively, a new 
division of economic functions between the private and public 
spheres becomes possible. “Production decisions,’ including 
those on prices and wages, shall be in private hands, decentralized. 
Only those decisions that relate to aggregate demand and the level 
of employment shall be governmental and thus centralized. 

Concentration of properties in private corporations has had the 
effect of destroying the opportunity for competitive pricing in 
markets. Yet the power of concentrated property is offset, in 
Galbraith’s view, by the rise of an organizational power on the 
other side of the market. Anxiety about concentrated properties 
is thus regarded as pointless; efforts at dissolving concentrations 
of such property are believed to be largely unnecessary, if not 
actually harmful.'* How valid is this theory of a balance between 
organizational and property power in markets? 





II 


It is a matter of general observation that large corporations appear 
in markets as sellers of products and also as buyers of raw materials 
and services. In the sequence of production, large firms sell to 
or buy from one another not only single but often whole series 
of related or complementary products. Quite naturally, this 
creates situations of coexisting but powerful opponents in the 
same market. There is thus an unquestionable factual basis for 
contending that huge concerns are mutually dependent in trading, 
and mutually opposed in determining the terms of trade. There 
is also a factual foundation for the proposition of coexistence and 
possibly conflict between opponents. The decisive question is 
whether and how far coexistence and conflict are typical for 
markets controlled by large firms. 

Five qualifications can be suggested that limit very significantly 


14 An exception relates to the “single-firm control of an industry”; dissolution of 
such firms and resistance to mergers is accepted, but only because countervailing 
power can become effective more readily against an oligopoly than against a single 
monopoly. See Galbraith, p. 151. 
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the applicability of the principle of countervailing power. It 
seems to me, first, that coexistence of huge concerns in the same 
markets is not ubiquitous; second, that in most of the significant 
cases original and countervailing power originate outside of mar- 
kets; third, that small firms can hardly ever attain significant 
countervailing power by their own efforts; ** fourth, that the eco- 
nomic interests of the opposed parties can be compatible as well 
as conflicting; and fifth, that the power enjoyed may be exercised 
either for private benefits for one or both opponents or for the 
benefit of other producers or consumers. 

Prevalence of few but large firms may, but does not necessarily, 
lead to the independent coexistence of a few firms on each side 
of a market. There are three widely used avenues by which this 
is avoided. In the first place, a huge concern often surrounds itself 
with a large number of small suppliers and small distributors, 
isolating these small firms from other producers, and determining 
unilaterally the terms of trade in its buying and selling markets. 
Further, large concerns operate according to the principle of 
financial integration, owning either strategic shares or physical 
assets of firms on the other side of the market, and also exchanging 
shares, the result being an interdependence of property; interests 
thus cease to be conflicting, and financially dependent or inter- 
dependent concerns are unable to acquire genuine countervailing 
power. And finally, most of our large concerns engage in product 
integration in the various stages of production and distribution. 
This tends to eliminate buying from other concerns. For fully 
integrated concerns, many markets are eliminated through intra- 
concern shipments. If backward and forward integration goes 
far enough, exchange of commodities with other huge firms can 
be wholly or partially avoided. 

Adequate factual information is not available that would allow 
us to say whether huge concerns are characterized more frequently 


15 This point is not within the scope of the present paper. Here it can only be 
said that small business, whether in its economic or its political activities, has hardly 
found an adequate interpretation in Galbraith’s theory. 
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by mutual avoidance, by the existence of controlled or allied 
opponents, or by coexistence and independence in the same 
market. Random evidence suggests that the former two are 
significant enough to support the contention that situations of 
identical markets and countervailing power are far from being 
ubiquitous in those industries that are controlled by a few large 
firms. 

When holders of original and countervailing power do face each 
other in a market, their behavior and relative strength are greatly 
influenced by the extent of their control over concentrated prop- 
erty. If their power were derived exclusively from their control 
over qi:autities demanded or supplied, these opponents would 
most likely behave marginally; that is, as a monopsonistic buyer 
a firm would reduce by small amounts the quantity demanded, 
and expect to obtain a corresponding reduction in price, depend- 
ing on its degree of demand elasticity. But actual holders of 
countervailing power do not follow this principle of a little more 
or less. Rather than expecting a precise functional relationship 
between quantity demanded and price expected, actual holders 
usually insist on a price reduction for the same total quantity to 
be bought, or call for an increase in quality at the same price. 
This variation in one variable only is usually accompanied by an 
open or disguised threat, by an ultimatum of take it or leave it. 
Either the demand for a price reduction is granted or the whole 
custom is withdrawn. 

If and when this threat is built merely on the concentrated 
demand of the buyer, without being backed up by concentrated 
resources, there will be a temporary buying strike, during which 
period both opponents will test their strength and come to a new 
price agreement for a similar quantity of sale. Almost invariably, 
however, the threat is based primarily on the concentrated prop- 
erty power of the large buyer. He has available or accessible the 
resources necessary, and he can usually obtain the skilled per- 
sonnel and know-how, to build a plant of his own and thereby 
produce by himself products formerly bought from the large 
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Opponent in the market. Ability to rely on property power is 
thus the major factor that enables each holder of power, original 
or countervailing, to avoid or circumvent the other. Large buyers 
then replace purchasing from others by producing in their own 
plants. Concentrated property is also the reason why firms do not 
behave marginally. They usually hold much more, and different 
kinds of, power than many marginal theorists expect them to 
possess. In failing to separate property from the other types of 
power, Professor Galbraith has been unable to utilize a strategic 
theoretical opportunity that is implicit in a comprehensive theory 
of economic power. 

Countervailing power is said to do what competition was ex- 
pected, but has failed, to accomplish. Countervailing power is 
presented as the instrument that will generally reduce prices for 
consumers and prevent the misuse of power by private concerns. 
Unhappily, neither the evidence cited nor the logical arguments 
given seems very convincing. The cases of lower prices or price 
reduction mentioned by Mr. Galbraith in his book, such as chain 
or department stores, relate invariably to those complex combina- 
tions where countervailing power is inextricably mingled with 
integration and innovation. Obviously, extensive integration and 
innovation lead usually to a substantial reduction of unit costs 
that is beyond the reach of small producers, wholesalers, and re- 
tailers. Large integrated firms can sell goods to consumers at 
prices below those charged in small stores. Thus the cost and 
price advantages of the integrated distributors may not spring 
from countervailing power but result from innovational and in- 
tegrational gains. Much more specific information would be 
necessary than has been provided in order to prove that the lower 
prices of the large firms are exclusively or primarily a result of 
the monopolistic gains taken away from holders of original power 
and transferred to consumers. 

Holders of original and countervailing power facing each 
other may have conflicting or mutually reconcilable economic in- 
terests. Opportunities of reconciliation or of conflict depend largely 
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on the particular distribution of power, hence on the extent of 
concentrated resources available to each opponent. When power 
and property are highly unequal in distribution, the chances of 
reconciling the interests are necessarily low. The more powerful 
opponent will insist on getting a price that gives him the greater 
share of the excess profit. It is only when countervailing power is 
preponderant in the market that the terms of trade can be dictated 
to the opposite number. Countervailing power must not only 
offset original power but dominate the market situation in order 
to be fully effective in terms of prices and profits. Thus fully 
successful countervailing power has the tendency not to neutralize 
but to smash original power and then enjoy the excess profit all 
alone. What takes place is a shift in the location rather than a 
destruction of original power. 

When both power and property resources are fairly equally 
distributed on both sides of the market, a fight will usually lead to 
present losses that are likely to exceed possible future gains from 
mutual trade. The conflicting interests must thus be reconciled, 
and negotiations will produce a compromise on the terms of 
trade. Agreements that bring prices down to actual unit costs 
or raise them to monopolistic levels are obviously not attainable. 
Either a price will be negotiated that divides the gains of the 
mutually controlled market, or the agreement will concentrate 
on a redistribution of profits, whether through pools, purchase or 
exchange of shares, common holding companies, or some other 
means. The underlying principle in such negotiations, whether 
they lead to price or profit agreements, or to both, is that the 
profit opportunities or rates of realized profits must be equalized 
between or among opponents. 

A situation characterized by equality of organizational power 
and inequality of property resources does not, however, lead to 
an elimination of excess profits. Rather, it is usually productive 
of a mutual sharing of excess profits, in accordance with the pre- 
vailing distribution of property resources among the opponents, 
and their combined market power. There is no inherent neces- 
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sity that the rates of profits shared or equalized must be or will 
be at a “normal” level. 

Nor can it be said that when original and countervailing power 
face each other, economic power will be neutralized. Power 
neutralization may result when original and countervailing power 
are derived exclusively from organizational facilities. In such a 
case, insistence on unequal terms of trade would destroy the 
opportunity for a transaction. If the organizational power of 
the opponents is equal, power cannot be exercised in determining 
the terms of trade. Not so in the case of property power. When 
control over quantities expected is based primarily on concen- 
trated resources, then equality of market power will not lead to 
power neutralization for each opponent. Neither one is stalled 
if the property base of his power remains fully intact, for the seller 
is able to extend his line of fabrication and avoid selling, and the 
buyer begins producing materials that he formerly purchased. 
The independent property base offers the opportunity of back- 
ward or forward integration that in turn avoids neutralization 
of power in a market. Whenever this chance exists, opponents 
will be inclined to negotiate on the basis of the prospective integra- 
tional opportunities. Terms of trade will not be equal unless 
both have the same prospects of integration, and equality of such 
prospects seems to occur rather seldom. Countervailing power in 
the market can thus be circumvented and neutralization avoided 
whenever the property base remains independent and can be ex- 
tended to subsequent markets. 

There is no observable mechanism that would equalize and thus 
neutralize property power on opposite sides of markets. For such 
an opportunity to arise, it would be necessary either to abolish 
or to equalize the respective chances for all forms of integration 
and innovation, prevent all forms of merger and the less stringent 
forms of financial dependence or interdependence, equalize the 
degree of accessibility to additional monetary and real resources, 
and abolish all unequal legal privileges like patents or franchises 
that are granted to some and denied to other firms. The result 
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of such measures would be equality of size, property, and power of 
the large firms facing each other in a net of related markets. Need- 
less to say, if there should ever be a popular demand for such 
equality of property, size, and power, the giant corporations would 
fight it as furiously as they today reject the demand for the dis- 
solution of their huge empires. 

In reality we find a tendency toward a highly unequal rate of 
growth and power. Only in some cases does differential growth 
lead to some degree of power equality among big sellers and 
buyers in the same market. When organizational and property 
power are equal, the terms of trade will sooner or later also be 
equalized. Yet there are two important characteristics of such 
“equal terms of trade.” 

On the one hand, sellers will grant price concessions only to 
those buyers whose combined property and organizational power 
equals or exceeds their own. They will refuse such price reduc- 
tions to weaker buyers. Power differentials constitute here an 
important cause of one particular type of price discrimination. 
When the courts disregard the power differences and insist on one 
uniform price, they unwittingly jeopardize price reductions for 
all buyers, as Professor Galbraith and others have emphasized. Yet 
if the courts should generally legalize this power-induced form of 
discrimination, they would undoubtedly approve of the discrimi- 
nation against the weak buyers, and would refuse support to small 
sellers in the same or subsequent markets. The really effective 
and equitable remedy would be to grant government subsidies 
to the smaller buyers—like the loans to agricultural cooperatives 
—so that they could build up huge purchasing cooperatives them- 
selves and thereby also obtain a reduction in price. (Professor 
Galbraith has effectively defended government loans and subsi- 
dies to agricultural organizations, though he seems unwilling to 
grant the same government support to organizations of small 
urban businesses.) Thus a correction of the property structure, 
rather than enforcing the Robinson-Patman Act, would be the 


most effective policy to adopt. 
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The need for such correction suggests a very important infer- 
ence: when organizational power is pitted against property power, 
the former has a chance of success only if the organization has 
adequate resources at its command. Organizations unaided by 
such resources have been repeatedly defeated by property power, 
as is indicated by the sorrowful demise or slow growth of unsubsi- 
dized cooperatives. There is thus little chance of a balance be- 
tween property and organizational power when the latter is the 
instrument of small sellers or buyers. 

On the other hand, equal terms of trade cannot mean a price 
that equals marginal cost and derived marginal utility, since these 
quantities cannot be known by the opponents. The prices that 
the equally powerful buyer will insist on will be equal to the 
unit costs of the plant he could himself build and operate, plus 
his standard rate of profit. Or, if he prefers to exploit small 
suppliers rather than build, the huge buyer will insist on a price 
from the huge seller that will be equal to the one paid to small 
suppliers after their operations have been subjected to an efh- 
ciency squeeze. In consequence, what both large opponents might 
be willing to accept as equitable terms of trade would by no means 
be identical with perfectly competitive prices. It is thus only by 
identifying every form of equitable trade terms with competition, 
by identifying price with marginal cost, that one can accept the 
proposition that equality of property powers leads to “competitive” 
prices in mutually controlled markets. 

Are these “equitable” terms in markets, resulting from equality 
of power between opponents, so significant that one can declare 
the equality of property power to be a substitute for a competitive 
market mechanism? The answer, one fears, must be in the nega- 
tive. A general transfer of the gains of countervailing power to 
consumers could be expected only under two conditions. Either 
countervailing power would have to dominate original power in 
every market, with the result that each powerful buyer would lose 
in the selling market all the gains he realized in the buying market. 
Or property (or organizational) power would have to be equal on 
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the two sides of every market, with the result that “equitable” 
terms would prevail in the whole sequence of transactions, and 
consumers would fall heir to the benefits produced by the mutual 
self-limitation of huge concerns. Unhappily, neither of these sets 
of conditions is descriptive of the typical facts existing in markets 
controlled by big business. Effective equality of property power 
certainly does occur in certain markets, yet this is definitely not 
the general case. Avoidance of each other's power, through inte- 
gration, innovation, mergers, and profitsharing, seems to be the 
predominant form of interrelationship among the powerful con- 
cerns in most privately controlled markets."® 


Ill 


Our analysis of the power situation in antitrust policy and bilateral 
markets leads us to a rejection of the central core of the theory 
of countervailing power. Four propositions are involved in the 
theory. They relate, first, to the types (identity thesis), second to 
the origin (inevitability thesis), third to the interaction (neutral- 
ization thesis), and fourth to the effect (decentralization thesis) of 
economic power. In each case, I submit, either rejection or drastic 
modification is in order. 

Identity Thesis. The term power is not defined; there is no 
explicit discussion of origin, base, or types of economic power. 
But the whole essay is permeated by the idea that all economic 
power is identical in nature. All of its forms are in essence 
“market power.” As a result, the forms of power derived from 
concentrated properties, from organized groups, from trading posi- 
tions, from skill and know-how, are all handled as if they were 
the same in kind. This amounts to mistaking a whole bundle of 
different things for one uniform type of economic power. A re- 
formulated theory of economic power is necessary to overcome 
this unfortunate situation, which has been typical of orthodox 


16 Needless to say, much factual research would have to be done to substantiate 
in detail the extent of both these general and special cases of behavior in privately 


controlled markets. 
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theory since the work of B6hm-Bawerk. Efforts in sociology to 
develop the concept of power," either in terms of legitimacy and 
obedience or in terms of expectations and deprivations or sanc- 
tions, seem inadequate. They do not reveal the basis of economic 
power. 

Adequate bases of economic power seem to be provided by eco- 
nomic interests, unequal opportunities, and unequal possession 
of assets. If we modify these three factors by the factor of groups 
and organizations, we obtain the accompanying classification of 
economic power, showing that such power can develop from a 
variety of bases. As our discussion of antitrust policy and bilateral 





Interests Bases of Power 

Interests of Property Trading Talent Job 
single persons power power power power 
or firms 

Special interests Common Organized Organized Organized 
of particular property trading profes- workers’ 
groups power power sional power 

power 


market situations has shown, these different types of economic 
power not only coexist but behave in diverse ways, are of different 
strengths, and produce different results. There is thus no valid 
reason to identify all these types of power, to reduce them into one 
kind, as if the differences in origin, strength, and results were 
of no significance whatever. Nor can we expect that one universal 
principle will govern them uniformly. It is on these two hidden 
assumptions that the theory of countervailing power rests. And 
a rejection of these assumptions as factually incorrect means neces- 
sarily that the thesis of a general mutual self-limitation of power 
cannot be accepted. In order to show that there is such a universal 
principle of mutual self-limitation one would have to examine all 
of the four basic types of economic power and then bring forth 


17 Such as Max Weber, Essays in Sociology (New York 1946), and H. D. Lasswell, 
Power and Personality (New York 1948). 
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a clear proof that the same principle of countervailing power 
governs them all. 

Inevitability Thesis. When and why does countervailing power 
arise? Its origin, we are told, is not an “adventitious occurrence.” 
Countervailing power arises with the force of necessity. It is self- 
generating and inevitable. Countervailing power, says Galbraith 
(p. 118), is “nurtured by the same process of concentration which 
impaired or destroyed competition.” This process creates both 
strong sellers and strong buyers. The two develop together, and 
one appears in response to the other. Not only do powerholders 
develop in pairs in the same market, but also they are inevitably 
opposed to each other. 

This thesis of an inescapable causal relationship between con- 
centration and opposition seems to me untenable. It springs from 
an oversimplified notion of the process of concentration. Rather 
than speaking of one uniform process, we have to distinguish 
three different kinds of concentration, each with its own effects. 
Property concentration via financial transactions leads either to a 
dependency-superiority relationship or, when the participants’ 
power is more or less equal, to cooperation among them. Pro- 
duction concentration via integration or innovation provides the 
opportunity for mutual avoidance in markets. It is only market 
concentration, expressed in the control of significant shares of 
the respective quantities demanded or supplied, which gives rise 
to opposition, and even this may equally result in collaboration. 

Thus, in the theory, the part is taken as representing the whole, 
for market concentration is made to stand for all kinds of con- 
centration. One form of relationship among powerholders in 
the same market is unjustifiably generalized as manifesting all 
forms of relationships. In reality, opposition seems to be the less 
important form of interaction among large sellers and buyers, 
since property and production concentration also reflect them- 
selves in markets, and give a magnified significance either to de- 
pendency and avoidance or to collaboration among participants 
in exchange transactions. 
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Unhappily, the inevitability thesis is applied also to the labor 
market. Large-scale employers necessarily possess power over 
their laborers. How do the laborers obtain protection? Somehow 
the counteraction of laborers seems to be based on the concentra- 
tion of power enjoyed by employers, for, in Galbraith’s words 
(p. 122), “there are strong unions in the United States only where 
markets are served by strong corporations,” and, even more ex- 
plicitly (p. 121), “In the ultimate sense it was the power of the 
steel industry, not the organizing abilities of John L. Lewis and 
Philip Murray, that brought the United Steel Workers into being.” 
Does this mean that “in the ultimate sense” the power of trade 
unions is derived from the power of the corporations? If so, why 
was there a delay of about thirty-five years between the founding 
of the United States Steel Corporation and the organization of 
the United Steel Workers? If there is an inevitable law of counter- 
vailing power, why does it discriminate against trade unions? 
Why and how should corporations transfer their power to inde- 
pendent trade unions, and what would happen to the unions’ 
independence if such power were indeed transferred and accepted? 
To raise these questions is to answer them. The process of con- 
centration is not the cause of the rise of independent trade unions. 

Concentration of property and production have been the cause 
of something quite different—company unions (whose “members,” 
in 1935, were two-thirds as numerous as the members of inde- 
pendent unions). Company unions were one of the instruments 
through which corporations tried effectively to delay or prevent 
the development of independent trade unions. Here, in the fight 
against unions, opposition led to prevention or extermination of 
the opponent. The inference can be only that in labor markets 
the unmitigated process of concentration has the effect of destroy- 
ing any independent counteraction that may be undertaken by 
the laborers. It was precisely this destructive effect of concentra- 
tion that delayed for decades the unionization of mass-production 
industries. Counteraction became effective only when existing 
unions and government pooled their power, outlawed company 
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unions, and forced corporations to recognize independent unions 
as the sole bargaining agent of employees. The power derived 
from property had to be limited in order for opposition to become 
possible and effective. 

Opposition was here derived from the formation and organiza- 
tion of groups. The power developed by these groups has a dif- 
ferent cause from that of the power originated by property con- 
centration. Group power arises from the common interest, similar 
economic positions, extensive organization, and uniform actions 
or policies of group members. The theory of countervailing 
power is so tied up with the process of concentration that it seems 
utterly incapable of advancing a meaningful explanation of the 
power enjoyed by organized groups. 

Neutralization Thesis. If there were a universal principle of 
countervailing power, the offsetting process would necessarily lead 
to a universal neutralization of power. This process, we are told, 
involves two different steps. Concentration leads to pairs of 
powerholders, whether in markets or in politics. Countervailing 
power then opposes original power, and the two powers will 
sooner or later balance each other. Where the holder of counter- 
vailing power is weaker, as in the case of “disadvantaged 
groups,” the government will attack the holders of original power 
and support the countervailing power, thereby assuring a power 
balance or neutralization. The opponents will cancel each other’s 
power. Neither will be able to benefit from his power, whether 
in terms of income or of independence of policy. 

But limiting power does not mean destroying power. As our 
long experience with the balancing of power in international rela- 
tions has shown, whenever opponents check each other, power is 
not neutralized but institutionalized. As long as the power base 
remains unaffected, pressure exerted by opponents leads to a 
power struggle. Each opponent builds up his own sphere of influ- 
ence, controlling exclusively one set of instrumentalities for his 
own benefit. Within his sphere a holder enjoys discretional 
power, and decisions are usually made unilaterally. Opponents 








282 SOCIAL RESEARCH 


pit their power against each other. Relative strength decides how 
much each is able to influence the bilateral decision. Rather than 
being neutralized and thus destroyed, power not only enters into 
the process of decision-making but largely determines the outcome 
of deliberations. When the relative strength is equal, a decision 
will result that will be equally beneficial to all. Opportunities and 
functions will then be equally divided among the balancing 
powerholders. 

But in the decision-making process via power, there is no in- 
herent reason why the powerless—the consumers—should receive 
a share of the spoils. Consequently there seems no justification 
for a general exemption for powerholders on the other side of 
markets, whereby they would be given relief from the antitrust 
laws. There would have to be specific evidence of lower prices 
for equal service before specific exemptions would be warranted. 
Nor is there any reason to expect harmonious conditions in indus- 
trial relations. The power struggle will goon. When there is an 
attempt to destroy the base of power, or when the relative strength 
is unknown, the struggle will usually take the form of violence. 
When the relative strength is known and mutually recognized, 
the struggle will center around the bargaining table. In neither 
case of “countervailing power’ is there an inherent reason for 
the gains of power to be passed on to powerless groups. “Counter- 
vailing power’ thus seems as unable as was competition to transfer 
efficiency benefits to final consumers and to create economic har- 
mony among men. 

Decentralization Thesis. The universal principle of counter- 
vailing power is expected to work as an “internal regulator’ of 
the economy. This regulator, says Galbraith (p. 193), will assure 
“decentralized business decisions which I have identified as the 
pivotal feature of American capitalism.” It will also keep the 
public sector of the economy small. In fact, there are only two 
economic functions of government: to assure a sufficient aggregate 
demand, and to keep the countervailing power sufficiently strong. 
Barring inflation, both functions can be effectively performed 
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without government interference in markets. Thus we have here 
a concept of private capitalism in which the government sector 
is merely a corrective appendage to the private sector. The phe- 
nomenal increase of the public economy, which constitutes the 
greatest modification of private capitalism in our generation, is 
beyond the interpretative capacity of the theory of countervailing 
power. 

The reason for this defect is one not of fact but of the theory of 
power. The facts of government interference, such as minimum- 
wage legislation or farm-price support, are fully presented as 
means of governmental support of disadvantaged groups, and thus 
as a legitimate strengthening of “countervailing power.” Gal- 
braith contends (p. 155) that as government grants support, “the 
growth of the countervailing power strengthens the capacity of 
the economy for autonomous self-regulation and thereby lessens 
the amount of overall governmental control or planning that is 
required or sought.” There is thus an asserted inverse relation- 
ship between the transfer of political power to disadvantaged 
groups and the market activities of governments. The more 
effectively political power is transferred to such groups via legisla- 
tion, the smaller will be the need and volume of government 
activities in ma.«ets. 

Unfortunately, such a transfer of rights is not enough. Disad- 
vantaged groups need specific and continuous administrative assist- 
ance by governments. Farmers need or insist on price fixing by — 
government, supported by purchase and storage of the excess of 
supply at the fixed price. Unions depend heavily on the plant 
election and mediation machinery of government to assure them 
of sole representation and effective bargaining in negotiations. 
In consequence, transfer of power and increase in government 
interference go hand in hand. When the government grants sup- 
port to disadvantaged groups, it invariably enters the respective 
markets and stays there as long as the support is granted. Such 
strengthening of “countervailing power’ does not diminish ad- 
ministrative decisions in markets; it necessarily increases their 
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volume. The result is an extension of the public economy, and 
a joint private-public control of markets. 

Two conclusions emerge from our analysis of this interesting 
theory. First, as an interpretation of the structural changes of 
private capitalism in our generation, the theory of countervailing 
power can hardly be called a success. The suggested concept of 
“American capitalism” offers no explanation for the great rise 
in the public economy. On the contrary, the theory predicts a 
decline of the public sector. As a result, the recent trend of 
private capitalism to develop toward a dual economy, in which 
the public sector is of increasing significance, finds no adequate 
explanation. And in the second place, the basic idea that counter- 
vailing power is the one principle that explains all forms of eco- 
nomic power is untenable. The four strategic propositions on 
which the principle of countervailing power rests are not con- 
vincing. Rather than being illuminated by this one principle, 
the relationships between property and organized group power, 
between private and public power, are as obscure as they were 
before the publication of the theory. It is only in posing the 
question of economic power as a feature of private capitalism 
that we can regard this theory as a contribution to comparative 
economic systems. 

But as an interpretation of markets controlled by large enter- 
prises, the theory of countervailing power is highly suggestive, 
because it comes at a time when various writers have sought to 
reformulate the theory of the firm and the market on the basis 
of concentrated property in productive facilities. These efforts 
regard the large enterprise either as a “concentrate” or as a “con- 
glomerate” *—concepts that have one thing in common with 
countervailing power, for they consider large firms to be the result 
of bigness itself, rather than of fewness. The three concepts con- 
flict in their respective claims to offer the sole explanation for the 


18 See A. A. Berle, “The Developing Law of Corporate Concentration,” in Univer- 
versity of Chicago Law Review (Summer 1952); Corwin D. Edwards, “The Con- 
glomerate Enterprise,” paper presented at the Conference on Business Concentration 


and Price Policy (June 1952). 
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external behavior of huge firms. Actually, however, these con- 
cepts are complementary, in that each refers to a different type of 
market behavior. The conglomerate enterprise engages market- 
wise in diversification, in the supply of unrelated products. The 
concentrate enterprise engages in the supply of vertically inte- 
grated products. But at certain points the sequence of integration 
ends, and other large firms can no longer be avoided in exchange 
transactions. At these points of transactions large firms appear 
on opposite sides of the same market, and have to choose between 
collaboration and countervailence. Both patterns of behavior 
furnish a market link between diversifying or integrating enter- 
prises. It is in this sense that we can expect the concept of 
countervailence to become an integral part of a comprehensive 
theory of the huge firm and the privately controlled market. 











FRENCH INTELLECTUALS 
AND COMMUNISM” 


BY CHARLES A. MICAUD 


eo French Communist party has fully recognized the useful- 
ness of intellectuals. Although it has kept them under suspicion 
and has preferred to place the more reliable worker in its key 
positions, intellectuals form probably as much as one-third to 
one-fourth of the party functionaries and militants. 

Let us define intellectuals in the broadest possible context, in 
terms of education (the holders and seekers of diplomas), of 
function (those who make their living from intellectual or artistic 
activities), and of temperament (those who have a taste for in- 
tellectual speculation and are vitally interested in the basic prob- 
lems of man and society). They form a large and influential 
section of French society, which has always placed a high valua- 
tion on culture. 

Analyzing the political outlook of the Paris students, this writer 
was struck by the fact that Communism, along with left-wing 
Catholicism, is the only pole of attraction for the politically con- 
scious minority. The large majority feel indifferent and apathetic 
or frankly cynical toward politics, though their anti-Communist 
reflex is by no means the expression of a solid faith in democratic 
ideals. It is as a result of their abdication that the attraction of 
Communism is out of proportion to the actual number of party 
members. 

After the liberation of France, Communism appeared as the 
wave of the future. It benefited from its record in the Resistance, 
from the new prestige of the Soviet Union, and from the dis- 
crediting of the old elite, which had been more or less compromised 
by the Vichy regime. Until 1947 one did not dare to oppose the 


* This essay is based on a study made in France during the first half of 1951, 
under the auspices of the Center of International Studies. 
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Communist party, identified with the working class; anti-Com- 
munism was synonymous with Fascism. Most left-wing intellec- 
tuals saw no alternative to the vigorous proletarian party. It was 
“Communism or despair.” For them Socialism was out of the 
question and left-wing Catholicism seemed to have little future. 
For many it was “just as ridiculous and impossible to be a Social- 
ist in 1946 as it was to be a Radical in 1936,” as one student 
wrote in Esprit. 

Much remains of this set of reflexes, although the Communist 
party is now officially ostracized and anti-Communism has be- 
come the safest of sports. If fewer intellectuals join the party 
today than in 1946, the hard core of militants remains, and with 
it a steady influence on many undecided left-wingers who see no 
constructive alternative to Communism. Among them are many 
Catholic “progressives.” The recent church decision to abolish 
the experiment of the worker-priests, who by the way were 
themselves intellectuals, is significant. Instead of converting, too 
many were being converted by their fellow workers. Anti- 
Americanism, pacifism, and neutralism are other aspects of the 
Communist influence. The French reaction to the Rosenberg 


affair demonstrated the ability of the party to organize a success- 
ful campaign of hatred. Few intellectuals would then dare not to 
join the chorus led by Sartre, now the philosopher of the new 
fellow travelers, the most indignant and the most rabid of the lot. 

Intellectuals are the most sensitive victims of the present crisis, 
and an examination of the appeal of Communism to them is 
enlightening for an understanding of a crisis that affects all classes 


of society. 
Certain explanations of the appeal of Communism to intellect- 


uals, although frequently advanced, are only partially true and 
may be misleading. The first of these is the psychological ex- 
planation, if it is based on individual motivations such as hatred 
of the father, an Oedipus complex, or any form of maladjustment 
to the immediate surroundings. This does not mean that intel- 
lectuals are not particularly inclined to neuroses, or that neuroses 
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are not an important factor in explaining why large numbers 
enter the party; but they are not particularly relevant as an ex- 
planation of the appeal of Communism in France as against its 
relative lack of appeal in, let us say, Great Britain or the United 
States. 

Nor can we accept the economic interpretation, according to 
which intellectuals join the party because they have economic 
grounds for dissatisfaction: low salaries, unemployment, growing 
insecurity. This is only a partial explanation that fits within a 
broader context, as does the purely intellectual explanation ac- 
cording to which Frenchmen, perhaps because of the influence 
of Catholicism and their educational system, have a special appetite 
for intellectual certitude and are bound to be fascinated by the 
beautiful, logical construction offered by Marx and revised by 
Lenin; in this view they have an ideological turn of mind as 
other people have an empirical one. This is a tempting but 
insufficient explanation, although it is true that Marxism appeals 
to many as a satisfying Weltanschauung. The fascination of a 
dialectical system that offers a total explanation of the universe 
is enormous; in this respect the Anti-Duhring of Engels may be 
of greater importance than Das Kapital. The growing specializa- 
tion of knowledge in the modern world, and the resulting desire 
to possess a system of integration applicable to all sciences, make 
the Marxist synthesis most attractive, especially to physical scien- 
tists, and particularly biologists, as witness the book of Haldane 
and its French equivalent, the collection entitled A la lumiére du 
Marxisme, in which a number of scientists explain how much 
Marxism has helped them in their own sciences. 

Nor is it possible to contrast British sentimentalism and moral- 
ism with French realism and lucidity, the intellectual courage 
to follow conclusions to their bitter end. According to this ex- 
planation the French see more clearly than the British that our 
world is going to the dogs, and as a consequence are inclined to 
abdicate, to seek security in the certitude of faith and hope for 
the establishment of order, even a ruthless order. Actually 
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French realism is a deep pessimism, a profound mistrust of man’s 
ability to control himself and his environment. It must be in- 
terpreted in the light of the relative failure of French society, 
just as British or American optimism is largely a consequence of 
a successful historical experience. 

The appeal of Communism can best be viewed in terms of the 
traumas and tensions that exist within both the individual and 


the society. It is the expression of a cultural crisis that is not 
limited to France and that is itself linked to the failure of a society 
to maintain meaningful ideals, expectations, and institutions and 
to keep its cohesion. Under these conditions the Communist 
party presents the alternative of a sub-community that satisfies 


the need to believe, to belong, and to act. 

This cultural crisis, then, has two aspects, intellectual-moral and 
social. The first, a crisis of values, stems from the growth of 
nihilism; all values—metaphysical, intellectual, and moral—are 
questioned, torn apart, and rejected. The props on which civili- 
zations are built are pulled out from under. The result is a 
deep sense of anguish and purposelessness, a feeling of drifting 
away in a meaningless world. Existentialism is an expression of 
this crisis; it is an attempt to find reasons for acting, and acting 
according to standards, in a world where the individual is un- 
sustained by moral values or a sense of destiny. The present 
wave of the occult sciences is another symptom. A vacuum has 
been created by the decline of transcendental religion and of 
faith in progress, reason, and science. Even the Hegelian con- 
struction was torn apart by Marx, Nietzsche, and Kierkegaard, 
each pulling in a different direction. The individual, made at 
the same time into an automaton and a god, could find no basis 
for successful integration. ‘The resulting anxiety, however, is much 
more acute in those societies that do not furnish adequate out- 
lets, that do not provide the security of effective leadership, social 
cohesion, and a sense of national destiny. 

One of the characteristics of the French intellectual, and not 
of the Communist intellectual only, is a strong sense of guilt. 
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This is obvious in the writings of men like Mounier, Merleau- 
Ponty, and even Sartre, and in the behavior of Existentialists, 
Personalists, and Christian Progressives. It is translated into a 
blind admiration for the worker and a belief that the revolution 
is necessary, that Communism, the incarnation of the proletariat, 
cannot be subject to critical examination, and that anti-Com- 
munism necessarily conceals sordid motives. This collective in- 
hibition toward Communism is a form of defeatism; non-Com- 
munists do not believe that they are fighting for a good cause or 
for a winning cause. The bourgeoisie is on its way out, a class 
condemned by history; the rising proletariat will inevitably take 
its place. ~ 

The guilt of the intellectual has a twofold origin. It is first 
the product of the intellectual’s belief that he is a bourgeois by 
origin and way of life. He must atone for this original sin. He 
has economic and cultural privileges for which he must be for- 
given. This is true even of very poor students of lower middle- 
class origin, who have a feeling of culpability toward skilled work- 
ers, although the workers are much better off than the students. 
This sense of guilt may be in part the translation of an acute 
sensitivity to the wrongs of capitalist society. But there is more 
to it than that. Guilt is born both from a feeling of belonging 
to the accursed class and from a sense of betraying that class. The 
rejection of capitalism is a translation of a deep resentment against 
a moral, cultural, and social order in decomposition. Intellect- 
uals turn against capitalism less for the ruthlessness of the bour- 
geoisie than for its weakness, its incapacity to furnish the security 
they yearn for in a cohesive society. They are struck less by 
injustice than by the absence of order, and this absence of order 
they interpret as the proof of injustice. They reject capitalism 
for its failure to solve the problems created by modern tech- 
nology, and the parliamentary system for its lack of efficiency. 
Intellectuals, perhaps more than other groups, have a keen desire 
for order and an admiration for success; they are more at ease as 
apologists of a strong system than as critics of a weak one. The 
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easy surrender of most German intellectuals to Nazism, and of 
Eastern and Central Europeans to Communism, seems to con- 
firm this hypothesis. 

The intellectuals’ sense of culpability originates not only in 
this feeling of guilt as bourgeois, but in a conviction that they 
have failed in their mission as intellectuals. They do not deserve 
their cultural privileges since they are incapable of fulfilling their 
function as guides. They should know, and they do not know. 
They should act, for they can no longer afford to remain aloof, 
but they cannot act. The intellectual is starved for action in 
proportion as he sees the uselessness and impossibility of any 
specific course of action. He feels powerless in a meaningless 
world. Hence the feeling of guilt. ‘It becomes too painful to 
be an intellectual,” said an ex-Communist; ‘‘one is forced to look 
down on oneself, to think of oneself as a monster. Here we are, 
dying of anguish after having tried and absorbed everything; all 
values, traditions, ideas are questioned, then rejected. Nothing 
remains. The world becomes meaningless, chaotic, absurd. Noth- 
ing transcends man; he is the measure of everything, yet totally 
incapable of knowing and of acting usefully. The ego is exalted 
but guilt and anguish prevent its liberation, the harmonious de- 
velopment of the human person.” 

Hence the admiration of the frustrated intellectual for the 
workingman, particularly the Communist worker; the worker is 
healthy, sure of himself and of his mission in life, optimistic— 
above all, he is active and virile. Speaking of Communist workers, 
one intellectual said to me with great warmth: ‘“They were ad- 
mirable people. What common sense! What moral health! What 
nobility! They were lifted above themselves. They were giants.” 
The worker, said another, “represents the absence of doubt, in- 
tellectual and moral health. ... Hence [the intellectual’s] con- 
cept of the proletariat: here is goodness, the antithesis of thought, 
of bourgeois science and criticism, of nihilism.” “I had an in- 
feriority complex toward the militant workers,” said a former 
party member. “I admired the party bureaucrat of working- 
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class origin. He was a man with responsibilities, who wore a 
leather jacket, was sure that he possessed the only valid culture 
and did not know doubt. He represented health and I neurosis, 
he represented power and I weakness... . Those people in- 
stinctively feel that they present a solution to the intellectuals; 
hence a certain condescendence on their part.” 

Besides the companionship of workers the party offers outlets 
for the intellectual’s sense of guilt. Fanaticism is a therapy, at 
least in part. Peace of mind is found in total submission and 
integration. “Since they cannot find integration on the basis of 
their personality, they seek a new personality in order to find 
integration,” a former Communist remarked to me, and added: 
“Guilt is canalized through obedience in a hierarchical system. 
A new equilibrium is found in action. The individual considers 
himself an organ of the totality. He finds a reason for existence 
in myths charged with emotional tension, for he cannot find it 
in critical intelligence. It is the party hierarchy that carries his 
sense of guilt for him and delivers him from it. The supreme 
leader is like the primitive king who bore the guilt of his people.” 

Whatever may be the mutilations that the intellectual who 
accepts Communism imposes upon himself, on his vocation as 
a seeker for truth, and on his artistic sensitivity, they are welcomed 
as a means of expiation for original sin. A certain masochism de- 
velops, particularly evident in the intellectual’s reaction to the 
auto-criticism demanded by the party. “There is a certain satis- 
faction in doing one’s mea culpa. After having surmounted the 
first repugnance, one has a sense of relief. It is like public con- 
fession in some Protestant sects.’ The same note was sounded 
by another intellectual: “Auto-criticism is often a relief when it 
follows a latent conflict. It is a proof of abdication, hence the 
end of a nervous tension, the return to the bosom of the party. 
The party takes advantage of the guilt complex of intellectuals 
and gives them the feeling that they are pardoned through con- 
fessions.” A third pointed out that “they take advantage of the 
uneasy conscience of the intellectual, who is not a member of the 
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proletariat, who is not pure. In proportion as he feels rejected he 
tends to give greater proofs of loyalty.” 

Belonging to the party is not enough to liberate the intellectual 
from all sense of guilt. It is not a complete therapy. “The or- 
ganization plays the role of the father who demands absolute 
obedience. The individual always has a tendency to oppose the 
hierarchy, while at the same time he is trying to suppress his 
opposition. The party keeps neuroses going.’ The intellectual 
in the party is in a tragic position, for he cannot resolve the many 
contradictions created by his party membership: his desire to 
obey and his rebellion against authority, his need to believe and 
his doubts, his eagerness to be absorbed and his self-assertion, the 
morality of the party and the humanistic values that he has learned, 
the bureaucratic mores and his revolutionary romanticism. 

If the intellectual feels guilty, he is also deeply resentful of a 
society that does not fulfill the expectations it has created in him. 
Contemporary French society resembles a mandarinal bureauc- 
racy. Diplomas are more necessary and harder to obtain than 
ever. Planned economy, nationalization, and the development 
of social security led to the belief that socialism was just around 
the corner and that it would be the intellectual’s paradise. They 
would be the planners and controllers, they would wield power 
and enjoy prestige. Instead, the holder of a diploma finds him- 
self with a very meager salary, insecure, unemployed at times, 
looked down upon, while the uncultured businessman continues 
to be the privileged member of the social-democratic society. 

The poor student, often from lower middle-class origins and 
the beneficiary of a scholarship, who lives in a dingy hole and 
eats just enough to keep alive, looks with hatred at the conspicu- 
ous consumption of the nouveaux riches. He is frustrated, in- 
secure, and above all, lonely. The party offers him faith and 
a purpose and the sense of community that he is starving for. 
He can be integrated in the great fraternity of the party, which 
gives him all the affective ties he needs; he has good comrades, 
meets friendly girls, admires his leaders. He goes to large meet- 
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ings where he has the exhilarating feeling of communion with 
thousands of other party members. He actively participates in 
the discussions and work of his cell, he feels useful and important. 
He sings martial songs and joins in the cult of heroes, martyrs, 
and leaders. His life is transformed. 

Another aspect of the fascination exercised by the party on 
intellectuals is the appearance the party gives of overwhelming 
strength and organized efficiency, especially in contrast with other 
political organizations. Many are attracted by this power aspect 
of Communism and the prospects of victory; the meek find an 
element of security, and the ambitious see possibilities of recogni- 
tion and promotion. It is to be noticed, incidentally, that few 
intellectuals were attracted to Communism as long as it was weak. 
They joined in large numbers after 1936, and especially after 
the liberation. I was told about a talk Marty gave to students 
at the Institute of Political Science. ‘“There are only two parties 
in France today,” he said, ‘the party of yesterday and the party 
of tomorrow. Intelligent people should find it an easy choice 
to make.” A young man who entered the party during the Re- 
sistance said to me that he joined because “the Communist party 
was the best medium for shaping people. It could make real 
militants out of a working man or a peasant, men who were capa- 
ble of rising above their narrow interests. If I did not believe 
in Marxist metaphysics I believed in Communist politics. I 
entered the party because of its effectiveness.’ Another confessed 
that he was a technocrat at heart and believed that the new Com- 
munist society would give him the place he deserved. 

This is an important aspect of the appeal of Communism for 
intellectuals, who are neither fish nor fowl, neither bourgeois nor 
proletarians, and feel that society has not given them proper 
recognition. A brilliant future in the Communist society is be- 
fore their eyes, they are to be “engineers of souls.’’ Has not the 
Soviet Union given a favored place to its scientists, writers, artists, 


and teachers? 
Tangible and immediate advantages in the form of money and 
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prestige are offered artists and writers in the Communist party. 
Thanks to the party they have an audience and a bank account, 
build-ups in the Communist press, fat royalties. Many mediocre 
writers and artists have made their names in the party; they are 
prisoners of the situation, as they cannot dispense with the flat- 
tery they have become accustomed to. Many, particularly tech- 
nicians, entered the party in order to advance their careers at a 
time when the party controlled the movie industry, the scientific 
research centers, many sectors of the nationalized economy, and 
whole branches of the administration. Others came in through 
fear, in the belief that the party would soon hold power in France. 
Another aspect of the hold of the party was the multiplication of 
organizations that it controlled more or less directly, such as the 
Amis des Lettres Francaises, the Amicales for engineers, professors, 
and doctors, the many student groups, the National Committee 
of Writers, the National Union of Intellectuals. The party has 
also profited by the prestige of its big names—Aragon, Joliot- 
Curie, Picasso—and, particularly among the very young, from the 
snob appeal of its position at the extreme left. 

Party members can rationalize the less palatable aspects of the 
party. ‘We have to go through a period of Dark Ages in order 
to give birth to a new civilization that will liberate man. The 
choice is between the decadents and the barbarians.” One is 
reminded of Aragon’s verse: “C’est au tour des Mongols de camper 
sur nos places.” 

A new type of intellectual has been created by the party to 
lead the others; he is efficient, unscrupulous, and basically unin- 
terested in the search for truth and beauty. Speaking of a young 
leader of the party, a former Communist described him thus: 
“He has a scorn for intellectual speculation. He represents dis- 
cipline, efficiency, concreteness. He has a varnish but not enough 
culture to be impregnated with humanism. He represents the 
new type of Communist intellectual, the barbarian who possesses 
techniques and no ethics.” 

It is quite obvious that little can be done, especially through 
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propaganda, to detach intellectuals from the Communist cause 
until France is again a going concern. But can France be again 
a going concern if most of her intellectual youth lacks faith in 
her future, and if a ruthless and fanatical minority continues to 
spread defeatism and disorder? The political apathy of the many 
is just as fraught with danger as the political fanaticism of the 
few. One feeds on the other. 

But let us remember that the French youth of 1939 did not 
appear capable of the high ideals and of the sacrifices endured 
in the Resistance only a few years later. A new sense of destiny 
may well emerge from the present crisis. Let us remember also 
that the workers remain by far the most important social group 
behind the Communist party, its hard core and its shock troops. 
Should they detach themselves in large numbers from the party, 
the chances are that the intellectuals would also withdraw. This 
may lead us to the safe conclusion that the only valid answer to 
Communism is the granting to the underprivileged millions of 
a decent living standard and a sense of participation in the life 
of the community. But that is another story. 





CURRENT TRADE-UNION MOVE- 
MENTS OF WESTERN EUROPE 


BY DAVID J. SAPOSS 


Wim the coming of Fascism and Nazism to western Europe 
the free democratic labor movements of Italy, Germany, and 
later Austria were suppressed, and during World War II labor 
organizations in the occupied countries experienced a similar 
fate: if they were able to operate at all, it was only through un- 
derground and resistance activities. The United Kingdom was 
the only Allied belligerent in western Europe that successfully 
resisted Nazi occupation, and the only one where the labor move- 
ment remained intact throughout the war. In Iceland, which 
also escaped the rigors of occupation, the labor movement was 
unaffected, and in Finland it was not seriously interfered with 
by either the Russians or the Nazis—primarily because of the 
nature of the war in which Finland was involved. In the three 
neutral countries—Sweden, Switzerland, and Ireland—labor or- 
ganization of course continued to function as usual during the 
war years. 

As each country was liberated, its labor movement was quickly 
restored to activity, but only to find itself confronted by a new 
problem. During the occupation the communists, by exaggerating 
their prowess in the underground and the resistance, had skill- 
fully advertised themselves as champions of democracy. In ac- 
cordance with carefully laid plans to capture the free democratic 
labor movements by whatever unscrupulous means, they had 
succeeded in placing important party members or fellow travelers 
in strategic positions at all levels of the labor movement in each 
of the occupied countries. Consequently, when the labor move- 
ments were reanimated after liberation, the communists were in 
a position to exercise an inuuence out of proportion to the size 
of their following. 
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As soon as the non-communist elements in labor organizations 
became aware of these intrigues, they took steps to counteract 
the communist influence and to eliminate communists from vital 
areas of control. These attempts have been extraordinarily suc- 
cessful except in France and Italy, where communists still con- 
trol the dgminant trade-union organizations, and the non-com- 
munist union groups, although active, are relatively weak. In 
the other western European countries communist influence in 
the trade-union movements has now been reduced to a minor role. 
On the whole, communists have been removed from top official 
positions, both in the unions and in the national centers, and 
there are few countries in which they can muster more than five 
or ten percent of the voting strength of trade-union organiza- 
tions. They can still be troublesome in their usual manner, by 
injecting themselves demagogically into critical situations; they 
have done some damage, and will undoubtedly be responsible for 
some in the future. Nevertheless, except in France and Italy, 
the non-communist labor leaders have successfully checkmated 
their activities, and the trade-union movements, more stable and 
viable than in prewar days, have grown rapidly, now exceeding 
their 1938 strength; in an axca of about 200 million population, 
some 25 million workers are union members. A better illustra- 
tion of the health of the trade-union movements of western Europe 
is the fact that in all the countries, except France and Italy, the 
movements are strong and effective in every important industry 
and service. This was not true before the war, or before the 
Nazi and Fascist regimes. 


In ideology and nomenclature the postwar labor movements 
have again assumed the same general characteristics as before 
the war. Trade unions in most of western continental Europe 
have reorganized themselves along the lines of their previous 
ideological and religious demarcations, and thus many countries 
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still have separate socialist, Catholic, and communist orienta- 
tions in labor organization; some straggling independent groups 
also persist. Switzerland and Holland have Protestant trade- 
union movements as well, affiliated with the Christian trade-union 
international (which is predominantly Catholic). There are also 
a few liberal trade-union groups—that is, groups oriented toward 
the liberal parties—but these groups are comparatively incon- 
sequential. 

The socialist-oriented national trade-union center is invariably 
the largest, the Catholic is second in rank, and the communist 
is generally an insignificant third. In several countries the Catho- 
lic federation is becoming an effective contender for first place 
with the socialist. Thus in Belgium the Catholic organization 
almost matches the socialist in membership, though in works- 
council elections by secret ballot the socialist organization usually 
polls a much larger vote than the Catholic. In Holland the 
Catholic national trade-union center has about two-thirds as large 
a membership as the socialist center. In France the Catholic is 
somewhat larger than the socialist-oriented organization, but this 
is an exception. 

The degree of trade-union unification varies considerably. The 
labor movements of the United Kingdom and Scandinavia are 
unified and socialist-oriented; one trade-union center functions, 
with a few scattered independent union groups. White-collar 
workers in Sweden are organized independently of the national 
center, but both groups are socialist in ideology, and they co- 
operate amicably; both are affiliated with the International Con- 
federation of Free Trade Unions (ICFTU). 

In Italy, Germany, and Austria the elements in the labor move- 
ment that favor a single national trade-union center have been 
supported by the occupying powers, presumably on the grounds 
that the trade-union movement is bound to be an important 
carrier of democracy and therefore its activities should not be 
dissipated by rivalries. The principle of unification is being 
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applied successfully in Germany and Austria, but it has failed in 
Italy. 

At present the DGB in Germany (Deutscher Gewerkschafts 
Bund) and the OGB in Austria (Oesterreichischer Gewerkschafts 
Bund) function as unified national trade-union centers, includ- 
ing socialists, Catholics, communists, and other groups. So far 
the overall organizations have been successful in maintaining 
unity and in allocating proportionate official representation among 
the various groups within the movement. In Germany one dis- 
sident group of white-collar workers has a separate organization, 
but its outlook does not differ radically from that of the domi- 
nant DGB; its application for affiliation with the ICFTU is 
pending. Efforts to stimulate the organization of separate Catho- 
lic unions, instigated primarily by employers and politicians, have 
thus far proved unsuccessful. In the Austrian OGB the com- 
munists refused to abide by the usual democratic procedures; 
their group was officially disestablished and communists were 
removed from official union positions. The Catholic fraction in 
the OGB continues to function, though it recently protested that 
the organization is being used to further socialist objectives. On 
the whole, however, the united trade-union movements of Ger: 
many and Austria are thriving and effective. 

On the other hand, as has been mentioned, the attempt to estab- 
lish a unified movement in Italy failed completely. Unlike the 
dominant socialist groups in Germany and Austria, the com- 
munists in the UGIL (Unione Generale Italiana Lavoratori) re- 
fused to play the game under the customary rules, and began to 
manipulate the organization’s policies and tactics in accordance 
with the dictates and objectives of the Cominform. As a result, 
most of the articulate non-communist elements found it impossi- 
ble to operate within the organization and formed separate na- 
tional trade-union centers. The largest of these, which has had 
several reorganizations, is now known as the Confederazione 
Italiana Sindicati Lavoratori (CISL), and has a non-confessional 
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and non-political orientation. The second largest, the Unione 
Italiana del Lavoro (UIL), is socialist in outlook. A group of 
moderate socialists supports the CISL, whose leadership is pro- 
portionately divided among the different Italian political groups, 
Catholics, socialists, and republicans; the leader of the organiza- 
tion, Pastore, is a prominent former Catholic labor leader and a 
Christian Democrat member of parliament. The UIL and the 
CISL have negotiated a collaboration pact, and are cautiously 
discussing plans for unification. 

Thus the effort to establish a unified trade-union movement 
in Italy failed because of the communists’ insistence on directing 
the unions toward totalitarian objectives. Unity was brought 
about in Germany and Austria not by exhortation from labor 
leaders but by the insistence of the occupying powers. ‘There 
seems to be little prospect for unification in the countries where 
the trade-union movements are now divided. 

Perhaps there has been less raiding and less friction between 
rival European trade unions than between the CIO and the AFL 
in the United States; at any rate, there has been more cooperation. 
Friction does flare up periodically, and some bitterness comes to the 
surface, but a reasonable amount of cooperation exists, particu- 
larly between the socialist and the Catholic workers. With mem- 
bers of these unions employed side by side in the same plants, 
some workable arrangement is imperative. Such amity is weakest 
in France, where the socialist FO (Force Ouvriére) and the Catholic 
CFTC (Confédération Francaise des Travailleurs Chrétiens) dis- 


play greater rivalry and less cooperation than the comparable 


groups in any other European country. Much to the dismay of 
the non-communist elements, the CFTC units frequently colla- 
borate on regional and local levels with units of the communist- 
dominated CGT (Confédération Générale du Travail); although 
the CFTC national congress has officially declared against collabo- 
ration with the CGT, it rescinded this action at its most recent 
convention. There are also examples, however, of collaboration 
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between FO affiliates and CGT subsidiaries. At present several of 
these three union groups’ national affiliates in important indus- 
tries are considering joint action. 

Structurally, the tendency of the trade-union movements in 
western Europe continues to be toward large unions, industrial in 
character. This trend is supported by all the different ideological 
elements. Although in some countries, such as the United King- 
dom and Sweden, most of the unions are still organized on a craft 
or trade basis, and in structure resemble the unions affiliated with 
the AFL, even in these countries the sentiment is for industrial 
unionism. In the other countries most unions are now organized 
on an industrial basis. In Germany the DGB, with over six million 
members, has only sixteen industrial union affiliates. Indeed, in 
most of these countries the separate unions are really multi- 
industrial in nature. For example, the metalworkers’ unions in- 
clude workers in such industries as steel, automobiles, shipbuilding, 
electric equipment, and railroad equipment—that is, all workers 
engaged in the manufacture of metal products. By contrast, 
metalworkers in the American CIO, also based on industrial un- 
ionism, are divided into separate unions for their various 
industries. 

Although industrial unionism has historically been a cardinal 
principle of socialism in western Europe, an equally strong influ- 
ence in the direction of large industrial and multi-industrial 
unions has probably been the size of industry in most of these 
rather small nations. In a country like Belgium, for example, an 
organization of purely industrial unions would give each union 
a relatively small membership, and sufficient funds to operate such 
a union successfully could hardly be raised from membership dues. 
Even in a country as large as France it would scarcely be practical 
to have separate unions representing workers in steel, automobiles, 
shipbuilding, electric manufacturing, and machine construction. 
It has probably been this practical consideration, as much as gen- 
eral principles, that has led to the formation of large unions of an 
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industrial and multi-industrial type. Germany, with its broad 
industrial categories, is a postwar exception. 

Except for those that are communist-dominated, the trade- 
union movements of western Europe show a high degree of respon- 
sibility in the conduct of their affairs. They have conscientiously 
refrained from making excessive demands and from pursuing 
demagogic activities. The maintenance of economic and political 
stability is their guiding principle. Recognizing that any policy 
or tactics that might foster instability would threaten democracy 
and seriously affect the national interest, they have studiously 
avoided supporting policies that might weaken the social struc- 
ture. Thus they have refrained from excessive demands for wage 
increases or for other changes in working conditions, and have 
exerted themselves to limit strikes. Indeed, many friendly ob- 
servers have privately criticized trade-union leaders in a number 
of countries for being overly cautious and for pursuing too mod- 


erate a course. 
This moderation has naturally given the communists an ex- 


traordinary opportunity for demagogic agitation, of which they 


have taken full advantage. Nevertheless, outside of France and 
Italy, they have been losing ground steadily. Significantly, the 
works-council elections, which are conducted by secret ballot un- 
der government supervision in most western European countries, 
show a continuous decline in communist influence. Even in the 
Russian zone of Austria, where management and the Russian 
occupation authorities exert themselves to the utmost to aid the 
communists in the Russian-controlled and Russian-operated plants, 
these elections do not yield the large communist vote that might 
be expected; the non-communists usually win by substantial 
majorities. 

In general, the results of these works-council elections in west- 
ern Europe show that responsibility and moderation in the na- 
tional and democratic interest, supported by intelligent trade-union 
education, have enabled the rank and file to discriminate between 
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reasonable trade-union policies and tactics and the irresponsible 
demands and claims instigated by the communists. 


I 
The relationship between management and organized labor in 
western Europe is reasonably harmonious, again with the excep- 
tion of France and Italy, where there is considerable irresponsi- 
bility on both sides. Elsewhere, management and labor alike 
appreciate their heavy responsibilities in maintaining continuous 
production and amicable relations. Strikes occur, of course, as 
they do in other countries, and at times the differences reach the 
boiling or breaking point. But in general both sides realize that 
they have to live with each other, and try to act accordingly. 
There is as much give-and-take between labor and management 
in western Europe as in any country where labor-management re- 
lations have been established on an orderly and effective basis. 

Practices vary in different countries and different regions, of 
course, but there are also many similarities. None of these coun- 
tries has enacted legislation similar to the National Labor Rela- 
tions Act and its successor, the Taft-Hartley Law, in the United 
States. The right to collective bargaining and to an exclusive 
bargaining unit, with a government-enforced prohibition of un- 
fair labor practices, does not exist. Labor leaders in western 
Europe are, in fact, generally unsympathetic to the concept of an 
exclusive bargaining unit, for in these countries, with their rival 
union groups whose members work side by side in the same shops 
and plants, the introduction of exclusive bargaining rights would 
create many difficulties. Indeed, most European labor leaders 
find it difficult even to visualize the idea. 

Moreover, most western European countries have on their stat- 
ute books works-council legislation that provides for the election 
of representatives by secret ballot and is the exact antithesis of the 
concept of exclusive bargaining rights. The rival union groups— 
in Germany and Austria, the rival ideological groups—usually 
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run candidates as in a political election, and each group usually 
elects a fair number of representatives. Since the absence of 
specific and detailed stipulations in trade-union agreements leaves 
to representatives of the workers and the management in indi- 
vidual plants a good deal of responsibility for handling labor rela- 
tions, these works-council members have considerable power. In 
countries and industries where rival groups are fairly evenly 
matched it is imperative that the representatives arrive at a work- 
ing arrangement in order to function at all on behalf of their 
constituents. Where communists predominate or have substantial 
representation, works-council membership gives them an excellent 
opportunity to conduct their agitation and to sabotage efforts 
toward stable labor relations. —The non-communist unions usually 
work together fairly amicably in the works councils. 

In other matters concerning labor relations the government 
often plays a more far-reaching role than in the United States. 
It more frequently intervenes when an important strike threatens 
to create a national emergency. In some countries, especially Den- 
mark, if a union and an employers’ association arrive at an agree- 
ment that covers a reasonable part of an important industry, 
legislation may be enacted that applies the terms of the agreement 
to the entire industry. In France, when serious wage demands 
become general, the government convenes a commission that rep- 
resents all interested parties and determines, by haggling, the 
extent to which the cost of living has risen; the government then 
immediately increases the minimum wage rates accordingly, in 
order to allay the unrest of labor, and this action automatically 


serves as a pattern for wage increases in general. Although the 
ordinary form of permanent mediation machinery is not so well 
developed in western Europe as in the United States, there are 
many countries in which the Ministry of Labor, through a tech- 
nically trained staff, performs a function similar to that of our 


federal and state mediation agencies. 
While the unions of western Europe lean more heavily on the 
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government than do unions in the United States, the difference 
diminishes if we look at the course followed by unions in this 
country during the New Deal and Fair Deal periods. The western 
European unions have depended on government intervention and 
aid for a longer time and in different ways, but both European 
and American groups have courted government assistance and 
have taken advantage of it. 

The trade agreements drafted in most European countries are 
not so inclusive or so comprehensive as those in this country. Our 
agreements spell out many of the principles and practices for ad- 
ministering labor relations (such as those concerning safety, health, 
productivity, apprenticeship), and provide machinery for imple- 
menting them as well as for arbitrating differences that cannot be 
adjusted through negotiation. In western Europe these types of 
provisions in agreements between unions and management are 
usually either lacking entirely or less clearly specified. 

It is fairly common in most of the countries and in most of the 
industries to negotiate national agreements of a general nature 
which are then filled in locally to apply to a particular area or even 
to a single plant. In some of the Scandinavian countries, because 
they are small and because one or two large industries dominate 
the economy, the national trade-union center carries on the bar- 
gaining with the national employers’ association, setting the pat- 
tern which is then followed by all unions. This arrangement came 
into being because it was feared that if the few large and powerful 
unions in these small countries were permitted to bargain sepa- 
rately, the smaller unions would be at a serious disadvantage. It 
is felt that this procedure assures reasonable equity by safeguard- 
ing the interests of the workers in smaller industries and smaller 


unions. 
Frequently trade agreements are so geared as to enable marginal 


firms to remain in business. In many countries, with a restricted 
economy and limited labor mobility, unions fear that the closing 
of marginal plants might leave the unemployed workers mired 
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in the community, with no prospects for earning a livelihood. 
This practice, too, is contrary to that in the United States, where 
agreements are usually geared to what the more successful em- 
ployers can pay. 

Outside of France and Italy the unions of western Europe are 
keenly aware of the importance of improving productivity, in- 
creasing production, and expanding industry. They realize that 
only through improved and increased production will there be 
more to distribute. While they insist on safeguards to ensure for 
the workers their due share of the benefits of increased efficiency, 
they nevertheless cooperate fully with management and the gov- 
ernment in efforts to introduce industrial rationalization. In the 
United Kingdom, on the initiative of the Anglo-American pro- 
ductivity Council sponsored by ECA-MSA, the Federation of Brit- 
ish Industry and the British Trades Union Congress have set up a 
productivity program which, financed jointly by them, is carry- 
ing on effective work. In Holland the unions, management, and 
the government have created a similar agency, and programs of a 
like nature are in operation in other countries. 

So far as participation in management is concerned, most Euro- 
pean labor movements follow the lead of the British unions in 
being quite content with an opportunity for effective consultation. 
Their only interest in management participation is similar to that 
of unions in the United States: they wish to participate in the 
maintenance of safe and healthy working conditions, in the just 
and efficient administration of productivity programs, and in the 
delineation of other policies directly related to the workers’ jobs. 
But the issue of participation in management is being pressed by 
labor in some countries. In Germany and Austria the labor move- 
ments have become strong champions of codetermination, under 
which labor, by state fiat, shares management with the owners. 
Aside from a few small groups, labor in the other European coun- 


tries has shown no interest in this type of management 


participation. 
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The socialist-oriented unions, like the socialist parties of their 
respective countries, have tacitly abandoned Marxism and are now 
proponents of wide social reform or of a welfare-state philosophy. 
The Catholic unions have from their inception supported semi- 
socialist advanced reform programs, and recently have tended to 
embrace semi-socialist concepts. Hence there is little ideological 
difference between the Catholic and socialist trade-union move- 
ments of western Europe. 

The unions still follow their historical and traditional practice 
of close alliance with the political parties of their particular 
persuasions. Thus the socialist unions are definitely a part of the 
socialist or labor parties. As is commonly known, the British 
trade unions are an integral part of the British Labour Party, in 
fact its mainstay, and similar arrangements characterize the trade- 
union movements of Scandinavia. In these countries only one 
trade-union movement exists. In countries with rival unions 
each group is either affiliated with or closely though informally 
related to the political party that expresses most clearly the phi- 
losophy or cultural concept to which the group subscribes. Thus 
the socialist unions are intimately associated with the socialist 
parties, and communist unions, so far as they exist, are tightly 
linked to the communist parties; in France, for example, the com- 
munist-dominated CGT follows and supports the French Com- 
munist Party, and in Italy the UGIL is the unquestioning hand- 
maiden of the Italian Communist Party. 

Similarly, the Catholic unions (or the Catholic elements in 
unified trade-union movements) are closely related ,o the Catho- 
lic parties of the countries in which they function. These Catho- 
lic parties resemble the large political parties of the United States 
in comprising a cross-section of the population, including elements 
from business, industry, agriculture, labor, and the middle class, 
with business, industry, and often the more prosperous agricul- 
tural elements predominating. Thus the Catholic unionists, with 
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their advanced social-reform programs and their predilections 
toward the welfare state, invariably form the left wing. Usually 
they somewhat resent the overwhelmingly conservative attitude of 
the Catholic parties as a whole, and their members in parliament 
frequently vote with the socialists on social and economic 
legislation. 

In contrast, the socialist unions form the moderate groups in 
the socialist and labor parties. The extreme elements in these 
parties are usually a miscellaneous group drawn from the middle- 
class, professional, white-collar, and other non-manual wage-earn- 
ing sections of the population. The socialist unions are usually 
the largest and most cohesive party element, and are therefore in 
a position to mold the party in their own image. The degree of 
moderation and responsibility exhibited by the various socialist 
and labor parties can usually be measured by the degree of power 
exercised by the trade unions within the parties; in general, it is 
their function to keep the party on an even keel. 

A paradoxical situation thus exists: the Catholic unions, as the 
left-wing element in the Catholic parties, consistently prod these 


parties toward a more advanced social and economic position, 
while the socialist unions, holding the reins in the socialist parties, 


act as a check on the more extreme party factions. 

The close relationship between labor unions and political par- 
ties appears in its most extreme form in Italy, where each impor- 
tant party has a trade-union department. These departments 
undertake, with varying degrees of effectiveness, to guide their 
party members in determining union policies. The Christian 
Democrats, the Republicans, the Liberals, and the right-wing 
Socialists have each a department for this purpose, and the neo- 
fascists are trying desperately to organize a section for the union 
members of their party. 

Perhaps the loosest relationship between unions and political 
parties is found in France. Except for the CGT, which is domi- 
nated by the Communist Party, French trade-union groups have 








310 SOCIAL RESEARCH 


only informal or fraternal relations with the political parties near- 
est to their orientation. The socialist FO subscribes ideologically 
to a moderate socialist program, but has no official ties with the 
Socialist Party. Some of its stronger union affiliates, however, are 
closely related to the party, particularly the unions of white-collar 
and government employees, such as the functionaries, teachers, 
bank clerks, and postoffice, telephone, and telegraph workers. The 
Catholic CFTC is closely related to the Mouvement Républicain 
Populaire, a Catholic party with pronounced socialist tend- 
encies, but there is no organic tie between the union and the 
party. 

In Germany the unified DGB is officially non-political and non- 
confessional. Although it has no organizational ties with the 
SPD (Sozialistische Partei Deutschland), most of its leaders are 
members of that party, and the overwhelming majority of the 
rank and file look to it for political leadership. But some of the 
outstanding Catholic leaders in the DGB are prominent in the 
CDU (Christliche Deutsche Union), which is Catholic-dominated. 
Because the CDU and some of the other so-called “bourgeois par- 
ties’ have opposed, or been lukewarm toward, legislation consid- 
ered basic by the DGB, the latter has found itself closest to the 
SPD on many issues. 

The unified trade-union movement of Austria, in accordance 
with the customary Austrian inclination to stratify social activity, 
recognizes a functional separation within the unified organization, 
the OGB. Hence for political reasons the socialist, the Catholic, 
and previously the communist members maintain separate group- 
ings in accordance with their respective political affiliations. The 
Independent Party, which seems to have strong neo-fascist tend- 
encies, also has a small nucleus of trade-union members. Each 
group supports the political party of its choice, financially and 


otherwise. 

In Germany and Austria these arrangements seem to have proved 
reasonably workable, with a minimum of friction and with gen- 
eral acceptance by all concerned. During the last election in 
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Western Germany, however, and after the decisive Adenauer vic- 
tory, the trade-union leaders in the DGB who are oriented toward 
the CDU demanded a more neutral procedure and a larger rep- 
resentation for their group in the organization's officialdom and 
councils. The dominant group in the DGB, the socialists, denies 
having violated the principle of political neutrality, maintaining 
that it has been meticulously nonpartisan. The issue is still in 
the discussion stage, and seems likely to be amicably adjusted. In 
Austria too there is some complaint by Catholic trade unionists 
that the controlling leadership of the OGB tends to favor the 
socialists, but the issue has not reached serious proportions. 


IV 


As has been indicated several times in the course of the above 
discussion, the most poorly organized and least effective labor 
movements of western Europe today are those of France and Italy, 
where the dominant trade-union federations—the Confédération 
Générale du Travail and the Unione Generale Italiana Lavo- 
ratori—are communist-controlled. Trade-union movements in 
these two countries are erratic, unstable, flamboyant, and volatile, 
with a wildly fluctuating membership. Orderly labor-management 
relations hardly exist, and systematic, businesslike collective bar- 
gaining on any basis is consequently rare. Non-communist union 
leadership is inadequate, lacking imagination, initiative, and exe- 
cutive ability. Only the communists possess a competent bureauc- 
racy at all levels, well paid and with a sufficiently well-equipped 
apparatus and paraphernalia. The apparently inexhaustible 
funds for financing this elaborate machinery cannot be derived 
from membership dues, for most union members, if they pay dues 
at all, contribute only a pittance and fitfully, for one or two 
months in a year. 

The rank and file of labor is permeated with cynicism, anticleri- 
calism, and a profound distrust of all sociai organization. It has 
no esprit de corps, and uncritically follows the extreme in dema- 
goguery, responding with alacrity to the most irresponsible appeals. 
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It manifests a sense of not belonging and of not possessing status. 
Low pay, with its concomitant poor living and working conditions, 
accentuates this discontent, belligerency and disdain for democra- 
tic and reasonable procedures. Through effective organization 
and clever propaganda the communists have played on class-con- 
scious sentiments, and the great majority of workers follow com- 
munist leadership, though recently the French and Italian workers 
have shown considerable discrimination by not responding to the 
prodding of communist leaders when the issue was clearly non- 
economic; in neither country have the workers turned out in large 
numbers when demonstrations and strikes of a purely political 
nature were officially ordered by the leaders. 

But it is not only the unions that are ineffective and the workers 
who are anti-social in these two countries; the same tendencies 
appear throughout the social pattern. Peasants grudgingly pay a 
small fraction of their taxes, and contribute but stintingly to the 
maintenance of their voluntary organizations. Church members 
are parsimonious in supporting their churches and clergy. Small 
businessmen and other middle-class and professional groups show 
a similar reluctance to cooperate. By and large, employers pursue 
archaic labor-management policies; like the workers, they operate 
on the assumption of the class struggle, and stubbornly resist fair 
improvements in wages and working conditions. Their anti- 
union attitude is a relic of the primitive industrial era. By way 
of insurance against communists’ sabotage and revenge should 
they come into power, many employers support communist unions 
and activities, clandestinely or otherwise. The businessmen are 
notorious tax evaders. 

In short, it is not merely the trade-union movements of France 
and Italy that are unstable; all other social organizations and 
activities display the same infirmities, which are traceable to the 
general instability of the social structures. In such a situation it 
is natural that communism and other extreme doctrines flourish. 

Why should France and Italy exhibit social structures that are 
less stable than those of their western European neighbors? It 
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would seem that in the transition from feudalism, with its rela- 
tively simple economy, to capitalism, with its highly developed 
agriculture, business, finance, industry, and other activities, the 
economies of France and Italy were diverted into a swampy dead 
end, from which they have made feeble and unsuccessful efforts to 
extricate themselves in order to return to the main highway. 
Bogged down in this blind alley, the economies failed to develop 
adequately and thus to provide the basis for a reasonably stable 
social structure. The labor movement, in common with the other 
social institutions of these countries, shares in the resulting weak- 
ness. Perhaps a united western Europe could deliver France and 
Italy from the enervating morass in which they find themselves 
trapped. 





THE PROBLEM OF LOYALTY IN 
AMERICAN POLITICAL THOUGHT’ 


BY HOWARD B. WHITE 


| BEGIN with a fancy. Let us suppose that a creature whom 
we shall call a political animal comes to our country as a stran- 
ger. He knows nothing of the American tradition or of the his- 
torical moment. He has not lived under the shadow of capricious 
treason, nor with citizens hugging like a brand their charter of 
freedom, “dreading air and the day.” He does not know the 
heartbreaking story of those who have taken the long and dan- 
gerous path from conversion to recantation, or the complex 
moral forces that have pushed men into the lonely world of the 
informer. Of the danger he knows neither the source nor the 
direction, neither the velocity nor the area of inundation. He 
cannot ask, as we do with Moody, “‘Are we the eagle nation Mil- 
ton saw, Mewing its mighty youth?” He knows nothing of the 
might of that youth or whether our maturity is more or less 
lordly. He cannot know what enemy we are fighting with the 
sword of a once great tradition, nor whether that sword still has 
the same keen steel. So we may say that he cannot understand 
our problem of loyalty. But that is not altogether true. He 
is a political animal. He can smell a political order. Its color 
and texture he cannot know, but he may recognize the scent. By 
putting ourselves in the place of the political animal, perhaps we 
too can smell the problem, without its conventional cloaks. 


I 


There is a quality of loyalty and a quality of non-loyalty in every 
political inquiry, if that inquiry is really a search for political 


1 This article is based on a paper delivered at a panel of the American Political 
Science Association in Washington, D. C., in September 1953. The author wishes 
to acknowledge with appreciation the helpful criticism of the members of the panel. 
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perfection. If man is a political animal, the construction and 
maintenance of a political order are great goods. If man out- 
side the political order is either a beast or a god, then men who 
would not be beasts and cannot be gods will hesitate to renounce 
the political order, and will regard loyalty as a great good, since 
they regard the purpose which loyalty serves—the preservation 
of the political life—as a great good. Even the happy people of 
the Forest of Arden, who delighted in the friendly life outside 
the city, returned to the political world as soon as they could 
do so. 

Generally speaking, however, the American political tradition 
has been shaped not by those who believed man to be a political 
animal, but by those who believed in a state of nature and a 
social contract. But even in such a teaching the element of 
loyalty is duly weighed. You do not make a contract in the 
hope of breaking it, and he who commits himself to sacrificing 
some of his natural rights does so the better to protect and 
enjoy those rights that he retains. There is emphatic warrant 
in American political thought for the element of loyalty. You 
find it in the reference to “light and transient causes” in the 
Declaration of Independence. You find it in the caution ex- 
pressed by the author of the Forty-ninth Federalist, that fre- 
quent appeals to the people would imply a defect in the Con- 
stitution, and would deprive the government of that veneration 
which time would bestow; you find it in Marbury v. Madison, 
where Marshall says, “The exercise of this original right is a 
very great exertion; nor can it, nor ought it to be frequently 
repeated.”? You find it, perhaps most strikingly, in the political 
doctrine of Abraham Lincoln: in his reference in the Clay eulogy 
to those who would “tear to tatters [the] now venerated con- 
stitution’’; in the Farewell Address at Springfield, where he held 
his own task to be greater than that which had rested upon 


2 Federalist Papers, No. 49, Modern Library edition, p. 570; unless otherwise 
noted, references to the Federalist are to this edition. Marbury v. Madison, 1 
Cranch 137 (1803). 
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Washington; in his statement in the First Inaugural Address 
that “perpetuity is implied . . . in the fundamental law of all 
national governments.”’* I think that this is a common element: 
that all serious political writing regards loyalty as a political 
good. Thus we find in one of the most anarchic of American 
political writers, Thomas Paine, the statement that ““Time makes 
more converts than reason” *—a statement fully in accord with 
the attachment of Hamilton, Marshall, and Lincoln to the doc- 
trine of veneration, although that doctrine is usually associated 
with Paine’s great opponent, Edmund Burke. 

As there is a quality of loyalty in political inquiry, there is 
also a quality of non-loyalty. For reasons which I believe the 
course of this argument will make clear, I do not refer here to 
“disloyalty.” A political inquiry may end in absolute skepti- 
cism, in despair, in complacent acceptance of what we have; but 
it can never begin there. It must begin in wonder.’ Wonder 
as to what we have is in some critical respects different from 
praise for what we have. He would be a poor Fourth of July 
orator who wondered at democracy, but he would be a poor po- 
litical philosopher who began his inquiry by praising democracy. 
I do not suggest here that these differences are irreconcilable, 
merely that they exist. All genuine political inquiry begins by 
dividing political perfection from existing political institutions. 
As Leo Strauss has pointed out and proved decisively, such an 
inquiry must make a distinction between the good on the one 
hand, and one’s own, the old, on the other.® ‘If a political phi- 
losopher wishes to avoid the indiscriminate use of his teaching 
by ruthless men, he may guard himself by the form in which this 
distinction is presented, as Plato did. But the distinction is 

8 Lincoln's Speeches and Writings, ed. by Roy P. Basler (Cleveland 1946) pp. 
274, 568, 582. Unless otherwise noted, references to Lincoln are to this edition. 

#Thomas Paine (Introduction to Common Sense) in Writings, ed. by Philip S. 
Foner (New York 1946) vol. 1, p. 3. Unless otherwise noted, references to Paine 
are to this edition. 

5 Plato, Theaetetus, 155 D; Aristotle, Metaphysics, 982 b 11 ff. 


®Leo Strauss, “The Origin of the Idea of Natural Right,” in Social Research, 
vol. 1g (March 1952) pp. 23 ff. 
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there. I refer to this search for a yardstick—the yardstick of the 
good, by which one’s own is measured—as the element of non- 
loyalty in all political inquiry. 

It may not be quite clear why I consider that search a form of 
non-loyalty. Any free society requires gratitude, and so do some 
unfree societies; it is a necessary virtue of democratic loyalty and 
of at least some other forms of political loyalty. The patriot 
is grateful to those who establish the political order and to those 
who preserve it.’ Inquiry, while it does not destroy or deny 
gratitude, represents a certain abstention from it, since one can 
really measure the established order only by abstaining tempo- 
rarily from gratitude, or at least by divorcing the gratitude of 
the citizen and patriot from the wonder in which the roots of 
knowledge lie. ‘That is one reason why totalitarian states, which 
also try to create gratitude, oppose such inquiry. It may of 
course be said that the inquirer is being loyal to the truth, and 
that this loyalty differs from and may conflict with his political 
loyalty. But I use the term “loyalty” to refer to fidelity to human 
relations and to the code which they represent; it seems to me 
that to speak of loyalty to truth or justice or wisdom or beauty 
is to bemist the real problem of the limits of loyalty. 

In American political thought there is warrant too for non- 
loyalty. Its presence in the whole tone and temper of the Dec- 
laration of Independence is too often observed to require elabo- 
ration. Lincoln said that he never had a “feeling politically” 
that was not derived from the Declaration of Independence, thus 
implying a necessity to transcend the Constitution on behalf of 
natural right. John Taylor of Caroline compared the science 
of government with that of anatomy: if man had made the 
human body, the science of anatomy would be far more impor- 
tant than it is; man did make government, and therefore the 


7 See especially Lincoln’s Gettysburg Address; and compare Machiavelli, Discorsi, 


I, 2, with Polybius, Histories, VI, 5-6. 
8 At Independence Hall, Philadelphia, February 22, 1861. See Speeches and 


Writings (cited above, note g) p. 577; also pp. 535, 586-87. 
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scalpel and needle of moral principles must be the tools of politi- 
cal anatomy, applied to the living body of government with the 
completeness perhaps of the vivisectionist.? Loyalty to the Con- 
stitution cannot preclude the non-loyalty of inquiry. Hamilton, 
after his eloquent plea for the adoption of the Constitution, 
granted that it was merely “the best that the present views and 
circumstances of the country will permit.” '° 

But there is no need to labor the obvious. I do not think 
that I have to show the element of non-loyalty in Jefferson, in 
Calhoun, in Beard. To show the pervasive character of that ele- 
ment, however, I will mention briefly two writers to whom it 
may be thought less congenial—Roger Williams and John Dewey. 
If, as Williams claimed, original sin hardly touches the civil state 
and cannot even remotely injure it, then it seems that the good 
Christian, able to live in any society, has no need to revolt against 
any society. It is clear that Williams was more skeptical of the 
principle of reform than most of his fellow-Puritans; to him any 
confusion between the civil sword and the sword of Christ was 
inadmissible. But that did not affect the obligation to save the 
souls of others, the progressive concept of the church, or the 
revolutionary impact of continuously refined scriptural inter- 
pretation. Acceptance of the political order was, to Williams, 
very limited, and the quality of non-loyalty is clearly present in 
his work." Indeed, his very use of the expressions “sword of 
Christ” and “sword of the Spirit’’ shows this. 

The existence of a factor of non-loyalty in John Dewey’s work 
is more doubtful. His emphasis on consequences rather than 
causes, his fear that too great a concern with the “ought to be” 
might result in doctoring the facts, and his insistence that only 
a purely formal definition of the state is possible, show his skep- 
ticism regarding the epistemological value of non-loyalty. Yet 


® John Taylor of Caroline, Inquiry into the Principles and Policy of the Govern- 
ment of the United States (ist ed. 1814; New Haven 1950) p. 166; compare pp. 
99, 165. 

10 Federalist Papers, No. 85, p. 570. 

11 Roger Williams, The Bloody Tenant of Persecution (1644) passim. 
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the very reason for his skepticism is his fear that the search, as 
conducted in traditional political philosophy, can lead only to 
political inflexibility. Whatever else may be said, here it is 
enough to note that Dewey’s reason for questioning the value 
of philosophical non-loyalty has nothing to do with unequivocal 
acceptance of the established order, right or wrong, as a philo- 
sophical doctrine.'” 

On the whole, American political thought seems to have given 
more weight to the quality of non-loyalty than did European 
political thought during the corresponding period. It is not 
hard to see why. Men who prided themselves on the virginity 
of their revolutionary tradition, and whose survival as a free 
people was often in doubt, were unlikely to be greatly attached 
to Burke’s arguments for ‘casting a veil over the beginnings of 
all governments” or for respecting a people “who framed their 
laws and institutions prior to our insect origin of yesterday.” ™ 
For such men, their own yesterday was too recent and their own 
insect origin too easily recalled. The doctrine that prejudice 
should be used in support of principle was by no means un- 


known, as the Forty-ninth Federalist shows, but it might be 
expected to have less firmness here than in Europe, where the 
growth of historicism had begun to dominate the garden of 
political thought."* It seems strange that a people nourished 
in the belief in non-loyalty should today stress so severe a loyalty, 
but I leave for other occasions the question of why that should 


be so. 

Clearly, every demand for the most severe kind of loyalty will 
attack the element of non-loyalty in political inquiry. I do not 
mean simply the suppression of inquiry, with which our times 
are so familiar. Suppression has a positive side: demands for 


12 John Dewey, The Public and its Probiems (New York 1927) pp. 4 ff, 85 f.; 
see also the general argument of The Quest for Certainty (New York 1929). 

18 Burke (Impeachment of Warren Hastings) in Works (rev. ed., Boston 1866) 
vol. g, pp. 401, 382. Unless otherwise noted, references to Burke are to this edition. 

14 Compare Federalist Papers, No. 49, p. 329, with Burke, Reflections on the 
French Revolution, Everyman's Library edition, p. 84. 
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severe and unquestioning loyalty imply that such loyalty is a 
substitute for political inquiry. They suggest that inquiry is 
unnecessary, even harmful, for knowledge of the political way 
comes not from reflection but from participation. Let us recall 
the famous statement by Marx in his Theses on Feuerbach (par. 
x), “The philosophers have interpreted the world in various ways; 
the point, however, is to change it”; or a similar statement by 
Mao Tse-Tung, “If one wants to have knowledge, one has to par- 
ticipate in the practice of changing existing conditions.” If 
Marx is right, and perhaps only if Marx is right, the quality 
of non-loyalty may be omitted from political inquiry. In such 
terms, political knowledge cannot be obtained through inquiry 
at all, but only through the day-to-day struggle in the agora or on 
the barricades. Thus any suggestion that I can know a revolu- 
tion only by participating in one, that I can contribute to a 
sound foreign policy by working harder, that a loyal fighter 
against communism should not even have time to question 
American constitutional procedure, must, in principle, support 
Marx against the tradition of political philosophy. All such 
statements come close to suggesting that loyalty may be substituted 
for wonder, or is one with knowledge. ‘Those who dispute Marx 
on this point assert, by contrast, that the understanding of politi- 
cal perfection is not a function of political participation but a 
good of the private life, obtained through contemplation. 

To anyone who asks a question like “What is justice?’’-—the 
question of Plato’s Republic—the qualities of loyalty and non- 
loyalty are acknowledged as virtues almost by asking the question 
itself. The problem is to draw a line between loyalty and non- 
loyalty in such a way as to hinder neither serious searching nor 
statesmanlike action. In making such a statement, it would be 
unfair for me to claim strict neutrality. The first part of my 
thesis is the legitimacy both of loyalty and of non-loyalty. The 
second part is the availability of signs that will help us draw a 
line between the two. I certainly do not mean by this that I 


15 Mao Tse-Tung, On Practice (Peking 1951) p. 9. 
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have a formula for a Loyalty Board in the present situation. The 
line is not a thin one or an exact one; it is not a mathematical 
line, or even a legal one. But if you accept the thesis that in 
order to know how to get out we must know how we got in, there 
are various ways of knowing how we got in. Among the roots 
of the present moment there are conceptual ones, and the task 
of the historian of political thought is to seek those roots and 
discover who watered them. To seek them in American political 
thought is little more than a convenience, for a philosophical 
heritage is not necessarily a national heritage, and indeed, as a 
stream of knowledge American political thought is hardly justi- 
fied in claiming a separate existence. It has not been separated 
from other streams of knowledge by accident, as Western politi- 
cal thought may be considered as separated from Eastern; nor is 
it separated by deliberate design, as modern political thought 
distinguished itself from pre-modern, Christian from pagan, or 
Marxist from non-Marxist. The polarization of modern political 
life, the development of modern political conversion, the ascend- 
ing evaluation of sincerity independent of responsibility, the 
modern doctrine of political obligation—all these are pregnant 
with implications for our problem, and they are by no means 
exclusively American in origin or nature. Nevertheless there 
are certain peculiarities of the American tradition that may make 
the problem clearer here than elsewhere: the relatively slow growth 
of historicism, the close relation between the cause of democracy 
and the tradition of democracy, the fact that few revolutions have 
been as well rooted, either constitutionally or socially, as the 
American Revolution. 

In looking for signs that may help to draw the line between 
loyalty and non-loyalty, I want to make certain distinctions. It 
seems to me that the tendency to blur these distinctions, and in 
consequence to bemist our understanding of the problem, is char- 
acteristic of much of what is generally called modern political 
thought and can be illustrated in a discussion of American po- 
litical thought. 
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II 


My first distinction is between non-loyalty in principle and non- 
loyalty in application. As noted above, by “loyalty” I mean 
fidelity to human relations and to the code arising from those 
relations; by non-loyalty I mean the presence of factors or the 
performance of acts which seek or tend to modify loyalty. By 
non-loyalty in principle I mean simply the right or the obligation 
to measure “one’s own” by the yardstick of the good. If a man’s 
own does not measure a full yard, he may believe that he has 
been cheated. The man who has been cheated may act, but no 
principle of non-loyalty implies the character of the action with- 
out having first considered the enormous human factors. Will 
every society measure short by this yardstick? Will my par- 
ticular act bring society closer to a full yard? Is there something 
in the act that will shorten it still more? But when I speak of 
non-loyalty in application, 1 imply an obligation never to be 
cheated. The separation between non-loyalty in principle and 
in application is illustrated by comparing a campaign, urging 
all subjects of satellite states to revolt against Russian tyranny, 
with the action of an individual who, after a desperate soul- 
searching, joined the resistance movement. The obligation never 
to be cheated means, under certain preestablished conditions, 
an obligation to actual disloyalty. Non-loyalty in application does 
not, of course, always become disloyalty; it does so only when 
certain acts that break the bond of loyalty are performed. But 
the conditions under which non-loyalty in application can be- 
come disloyalty are predictable. 

For an example of the failure to make this distinction, drawn 
from one stream of American political thought, I turn to the 
work of Thomas Paine. In general, the traditional distinctions 
of political science were foreign to Paine; indeed, many such 
distinctions, once strong, were felled by his own polemical axe. 
Monarchy and aristocracy, hereditary government and usurpa- 
tion, absolute power and arbitrary power—for Paine, all of these 
were one and the same thing. All such government was by its 
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very nature absurd, tyrannical, and monstrous.’* A republic was 
the only legitimate government, in nature and in principle. In 
The Forester’s Letters he said that people were royalists only 
because of “fashion” (vol. 2, p. 80), and in Common Sense he 
suggested that the only parallel that could be found to hereditary 
government was original sin (vol. 1, p. 14). If hereditary govern- 
ment parallels original sin, republican government must parallel 
salvation. And just as the doctrine that raises man above origi- 
nal sin should stand ‘exalted above all the glory and invincible 
before all the power of the world,” "* so should the teaching that 
frees man from hereditary government. Paine clearly intended 
the inference that man should give for republicanism what he 
would give for salvation, for he wrote, in The Rights of Man, 
that “The present generation will appear to the future as the 
Adam of a new World”—an Adam presumably without original 
sin (vol. 1, p. 449). Unfortunately, modern man has uncovered 
other iniquities. 

Paine’s denial of any natural right of hereditary government 
was to some extent an attack on Burke’s doctrine of prescription. 
To Paine, prescription was presumption from beyond the grave 
(vol. 1, pp. 251 ff.)..% Burke himself, who said that there were 
certain moral principles that did not change, would have had 
to reconcile prescription with his doctrine of the moral sense, or 
else grant that it was an unsatisfactory way of. determining politi- 
cal perfection. The veil that “time casts over the origins of all 
governments” may be a fact, even an important fact. It is not 
aright. And the attestation of “advancing and retiring genera- 
tions’’ is no substitute for political philosophy. 

In his insistence on a search for the nature of man, Paine was 
clearly in the philosophic tradition (vol. 1, pp. 278, 503, 610). 

16 See Writings (cited above, note 4) vol. 1, p. 364; vol. 2, p. 542. Compare vol. 


1, pp- 72, 338, 342, 392-93, and vol. 2, pp. 48, 80, 92, 369, 375, 458-59, 520, 545, 


584, 596. 
17 John Calvin, Dedication to Francis I, Institutes of the Christian Religion. 
18 Compare Thomas Jefferson’s letter to Samuel Kercheval, July 12, 1816, in 


Saul K. Padover, The Complete Jefferson (New York 1943) p. 292. 
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But he went much further. He claimed such absolute certainty 
for his conclusions as would have negated skepticism in principle 
or neutrality in practice.’® If there is no prescription, the right 
to resist is unaffected by time; the North American Indians may 
still claim the continent. Nor is the right affected, apparently, 
by propriety or circumstances. The area of non-loyalty is not 
circumscribed—as it has been in the philosophical tradition gen- 
erally—by practical wisdom. There is no weighing of the many 
human needs. The doubt, the care, the searching of the political 
animal are foreign to Paine’s teaching. He claimed to take nature 
for his guide, adding that “he who takes nature for his guide is 
not easily beaten out of an argument.’ *° ‘The extra force that 
belief in nature implied must ensure success—nature would win; 
whatever came in the wake of victory did not matter. To Paine, 
once the principles were learned the application was both easy 
and universal; and if the principles were sound, the application 
would invariably be sound (vol. 2, p. 528). In any such teaching 
the problem of loyalty is a rather simple one. I do not say this 
to dismiss glibly a great pamphleteer and patriot. I use Paine 
as an illustration because his thought is one of the most forth- 
right expressions of the doctrine which derives from belief in 
democracy a call to universal revolutionary action. Of course 
he was not alone in this view; Jefferson seems to have held the 
same doctrine at times.*4_ The doctrine fails, however, to dis- 
tinguish between non-loyalty in principle and non-loyalty in 
application. 


ll 


My second distinction is between non-loyalty on behalf of con- 
science and non-loyalty on behalf of reason. Applied to the prob- 


19In First Principles of Government Paine states (vol. 2, p. 572), “There is not 
a problem in Euclid more mathematically certain than that hereditary govern- 
ment has not a right to exist.” Compare American Crisis (vol. 1) p. 76. 

20 Common Sense (vol. 2) p. 43. Compare Jefferson’s letter to John Cartwright, 
June 5, 1824, in Padover, op. cit., p. 294. 

21 See especially Padover, op. cit., pp. 122-23. 
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lem of loyalty, the distinction between conscience and reason 
suggests, to put it briefly, this: that in so far as non-loyalty in 
principle may issue in action (and to say that it may never so 
issue is to say that it is not permitted to defend its existence, which 
is the existence of philosophic thought), the decision as to when 
it may so issue may be either a conscientious decision or a ra- 
tional—that is to say, prudential—decision. Let us look first 
at the conscientious decision. There is a close relation between 
non-loyalty in application and non-loyalty on behalf of conscience, 
but the starting point is different. Whereas Paine, and at times 
Jefferson, dealt with a body of fixed political goals, many nine- 
teenth-century political thinkers—particularly the transcenden- 
talists—dealt less with fixed goals than with individual intuition. 
In the end it probably comes out much the same. We may speak 
of conscience as a body of more or less rigid rules that guide our 
judgment, providing objective determinants and duties.2? We 
may also speak of the intuition that determines the rightness or 
wrongness of a particular act, and this is what the transcenden- 
talists were chiefly concerned with. If the intuition has access to 
a body of rules, however, and if our separate intuitions have a 
certain inter-subjective reliability, there is little practical dif- 
ference between the two teachings. Application on behalf of 
intuition may be as doctrinaire as that of Paine. This does not 
mean that all the writers mentioned below always reached a 
doctrinaire conclusion. But if the conscientious objector, whose 
conscience is an intuitive principle, expects that through listening 
to the voice of conscience others will accept the same counsel, 
he accepts a certain rigidity in his non-loyalty. 

If, on the other hand, the decision as to when non-loyalty in 
principle may issue in action is not reached by applying intui- 
tively accessible rules, but by the changing application of princi- 
ples which may themselves be unchanging, it is rather a rational 
than a conscientious decision. In that case the virtue which ena- 


22'The “synderesis” of Thomas Aquinas. See Summa Theologica, 1, 1, Q. 79, 
Art. 12, and Hegel, Philosophy of Right, § 137. 
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bles a man to discriminate morally the application of these princi- 
ples is called prudence or practical wisdom, although the more 
popular use of the word “prudence” today has a different mean- 
ing—what Burke called a “reptile” prudence. If non-loyalty is 
non-loyalty on behalf of reason, the decision as to the act arising 
from the principle of non-loyalty is a prudential decision rather 
than a conscientious one. 

The transcendentalists did not believe in prudential decisions. 
When I say this, I am generalizing about a “school,” which is 
always dangerous. Some of the thinkers who are usually con- 
sidered transcendentalists accepted prudential decisions some of 
the time, and some of the men mentioned here are not always 
considered transcendentalists. In general, however, by recogniz- 
ing only the obligation to what the individual in his conscience 
conceived to be right, and by claiming for the chosen right the 
highest level of objectivity, the transcendentalists and some of 
their contemporaries expressed a belief in the godlike quality 
of the individual seeker for justice and a strong distaste for the 
day-to-dayness of pedestrian politics. You find this attitude in 
Channing's reference to the “might within,” in Theodore Parker's 
suggestion that a new truth from God “shines straight down 
through creed and congregation,” in Thoreau’s claim to recog- 
nize no government but that which establishes justice, or in 
Brownson’s assertion that anyone who feels called upon to go forth 
in the name of God will “speak words of truth and power, for 
which Humanity shall fare the better.”"** You find it with great 
clarity in Emerson’s famous “Essay on Self-Reliance’: “To be- 
lieve that what is true for you in your private heart is true for 
all men, that is genius” (p. 145). What is common to all of these 
statements is the suggestion of something within me as a guide 


28 W. E. Channing, “Likeness to God,” in J. Blau, ed., American Philosophical 
Addresses, 1700-1900 (New York 1946) p. 573; Theodore Parker, “The Philosophical 
Idea of God. . . ,” ibid., p. 667; Orestes Brownson, “The Laboring Classes,” ibid., 
p. 198; Thoreau, in Works, ed. by H. S. Canby (Boston 1937) p. 840. See also 
Emerson, “Prudence,” in Essays: First Series, Modern Library edition, pp. 237 ff. 
Unless otherwise noted, references to Emerson are to this edition. 
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to action, and that something, Emerson says, is belief. Emerson's 
self-reliance gives me a rule. If I want to know whether to be 
loyal or disloyal, I must consult my belief; its index is in the 
intensity. ‘The standard could be applied to all who have made 
decisions with a certain wholeheartedness. To mention a few 
strange bedfellows, it could be applied indiscriminately to Savo- 
narola or Thomas More, to John Brown or John Adams, to Hitler 
or the heroes of the resistance. Emerson’s statement does not dis- 
tinguish between knowledge and belief. Had he said that to 
know that what is true in your private heart is true for all men, 
that is genius, he might have been right. Yet without an episte- 
mology that would not help us much either. 

True, Emerson did not always support the intransigent fidelity 
to conscience implied in this context, nor did some of the other 
writers mentioned. Emerson’s tributes to Lincoln are in quite 
another spirit, and on one occasion he came close to suggesting 
that Lincoln was right in delaying the Emancipation Proclama- 
tion. Nevertheless, in his hatred of conformity Emerson almost 
identified consistency with conformity. And in this brief and 


necessarily inadequate discussion I must concentrate on what 
seems to me the dominant note: Emerson’s identification of right 
with “self-trust” or “self-reliance,” or with “the heart’s emphasis” 
or “what the soul thinks is right.’’ *4 

It would be both timid and unjust not to pay tribute to the 
loftiness of Emerson’s non-loyalty. As Matthew Arnold pointed 
out, Emerson was not so much a philosopher or essayist as an 


24 See “Memorial Address on Lincoln,” pp. 917 ff., and the speech on the 
Emancipation Proclamation, pp. 885 ff., especially p. 886, in the passage beginning, 
“Forget all that we thought shortcomings. .. .” Compare, however, “The Ameri- 
can Scholar,” pp. 50, 57; “Self-Reliance,” p. 153; “Spiritual Laws,” p. 197; “The 
Over-Soul,” pp. 268-69, 275; “Experience,” p. 345; and “Character,” pp. 378~79. 
Consider also Emerson’s elevation of the poet over the philosopher and the scientist, 
and his evaluation of the greatness of books expressed in “. . . the certificate we 
have of the departure from routine and that there is a new witness” (“The Poet,” 
Pp. 335). In Emerson, as in Shelley, the praise of the poet is fundamentally a 
praise of irrationality; both men took the Platonic criticism of the poet and turned 
it into a eulogy. 
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American saint. It is strange to recall that this country once 
had a patron saint who said: “Good men must not obey the laws 
too well” (‘‘Politics,” p. 427). Such a statement rings through 
our conformist world like chimes on a fog-bound Sunday. It 
is a wholesome counter-irritant; but a counter-irritant is not what 
political inquiry seeks. It seeks the right political way. Nor 
could I deny the possibility that counter-irritants may have their 
roots in the same forces and ideas as the irritants they counter.*® 

Transcendentalism is full of healthy antidotes to the kind of 
loyalty that can be identified with conformity. Once the domi- 
nant American philosophy, it was emphatically in opposition. 
Thoreau was perhaps even more distrustful than Emerson of 
pedestrian politics and its spirit of compromise and barter. It 
is hard to imagine that non-loyalty on behalf of conscience could 
achieve a more militant expression than the “Essay on Civil Dis- 
obedience” or the plea for John Brown. To Thoreau, Brown 
was the one man in American history who stood most persistently 
and effectively for the dignity of human nature.*® Since Thoreau 
recognized no government but that which established justice, he 
considered—perhaps paradoxically—that it would be squeamish 
to question the means by which justice was established. He be- 
lieved in Brown's right to interfere with the slaveholder. He 
could not find it in his heart to question the methods by which 
that right was exercised, as long as ‘he quickest succeeds to lib- 
erate the slave.” ** It is no part of my purpose or my right to 
condemn John Brown, or to judge him. But the fact is that 
he did not free the slaves. And the man who did (if any one 
man can be said to have done so) referred to the “absurdity” of 

25 See also Emerson's discussions of self-reliance as aversion to conformity, and of 
the writing of “whim” on the doorpost, in “Self-Reliance” (pp. 148, 149); of virtue 
as the absence of condescension to circumstance, in “The Transcendentalist” (p. 
92); and the statement in “The Over-Soul” that “We know the truth when we 
see it, let skeptic and scoffer say what they choose” (p. 268). 

26 “Plea for Captain John Brown,” in Works (cited above, note 23) p. 837. 


27 Ibid., p. 842. Cempare the whole temper of the “Essay on Civil Disobedience,” 
with its emphasis on the revolutionary impact of action from principle, especially 


p- 796. 
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Brown’s effort.2* Thoreau’s admiration stems from the fact that 
Brown did not worry about a plan; he acted as an isolated but 
heroic man, with no consideration beyond a fidelity to his own 
vain conscience. 

If I am troubled about such a doctrine and its influence, it 
is not because of any special affection for conformity, but because 
to me the antithesis to Thoreau’s regard for Brown is the chal- 
lenging statement made by Burke in “Thoughts on the Cause 
of the Present Discontents”: “It is not enough in a situation of 
trust in the commonwealth, that a man means well to his country; 
it is not enough that in his single person he never did an evil act, 
but always voted according to his conscience. ... [Public] duty 
demands that what is right should not only be made known but 
made prevalent; that what is evil should not only be detected 
but defeated” (vol. 1, p. 526). 

Thus the transcendentalists drew the line between loyalty and 
non-loyalty far on the side of non-loyalty, whenever that non- 
loyalty could be conceived as conscientious. Political in their 
passion for justice, they had a deep dislike for the manoeuvres 
of day-to-day political action. Thoreau confessed that what is 
called politics did not concern him, and that faith was all the 
reform that was needed.”® But an aesthetic distaste for the sale 
and barter that seemed to go with democratic politics was not 
confined to New England. It was a common sentiment of the 
nineteenth century. Nor was it in American political thought 
only that it led to conclusions like that of Channing: “Great sin 
implies a great capacity.” *° Seldom is this view as startling as 

28 Lincoln, speech at Cooper Institute, Feb. 27, 1860, in Speeches and Writings 
(cited above, note 3) p. 531. 

29“Life without Principle,” op. cit., p. 824; “Paradise (to be) Regained,” pp 
774 {f., quoted 786. 

80 “Likeness to God,” in Blau (cited above, note 23) p. 569. For a statement ot 
extreme individualism on behalf of conscience see also James Russell Lowell, 
Biglow Papers, especially the first: 

“Ef you take a sword an’ dror it, 
An’ go stick a feller thru, 


Guv’ment ain’t to answer for it, 
God'll send the bill to you.” 
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when we find it expressed by Emerson, who, for all his dislike 
of Napoleon, is led to conclude, “If fighting be the best mode 
of adjusting national differences, . . . certainly Bonaparte was 
right in making it thorough.” * 

A people who live under the shadow of far deadlier weapons 
than Emerson knew have come to question the virtue of thorough- 
ness in warfare, and a society that has had its fill of sinners of 
great capacity may well prefer the little and relatively harmless 
sins of the rest of us. For ordinary people are at least guiltless 
of the terrible vanity that insists on political perfection inde- 
pendent of the great risks of history. Perhaps our sorrow and 
our fear have made us better equipped than Emerson to under- 
stand Plato's famous analogy between cookery and rhetoric, both 
representing mere experience divorced from understanding.” 
If, on the other hand, the task of politics is to make statesmanship 
successful, non-loyalty may still become disloyalty. Questioning 
may still give rise to action, but only when the balance between 
good and evil is such that necessity requires the abandonment 
of tried mores and established institutions and practices.** 


IV 


My third distinction is between different forms of loyalty in terms 
of the original affirmation. There is a loyalty to which a man 
is born, which has deep roots, and which requires no verbal testi- 
mony—the loyalty, for example, of a child to his parents. There 
is another loyalty which does not require affirmation, but which 
does not have deep roots—a loyalty into which one merely grows 
or slides, which develops because it is rational or functional or 
pleasant, not because it demands a break with the past. And 
there is a third loyalty, which strains and possibly shatters the 
past, which is unmistakably and in some respects irrevocably 


51 “Napoleon: or Man of the World” (from Representative Men) in Works (Lon- 
don 1883) vol. 4, p. 433. 

82 Plato, Gorgias, 462 D ff. 

88 Compare Lincoln's Cooper Institute speech (cited above, note 28) p. 525. 
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chosen: a loyalty that is impossible without conversion and affir- 
mation. I call the first traditional loyalty, the second adhesive 
loyalty, and the third plighted loyalty.** This classification is 
obviously inadequate—partly because no objective distinction can 
depend simply on the original mode of affirmation without regard 
to the object affirmed, partly because many forms of loyalty— 
probably most of them, in fact—are mixed. A man may owe 
traditional loyalty to the nation of his birth, but in addition he 
plights loyalty when he takes an oath as a civil or military office- 
holder. A man’s affirmation of religious conviction will, if it 
is meaningful, be his own, yet he may have been born to the 
church in which he worships. Or aman may be loyal to a govern- 
ment of which he has grave doubts, not merely for traditional 
reasons but because he considers such loyalty politically neces- 
sary, as Socrates was loyal to a political tradition that he did not 
admire. There may be a loyalty that pretends to be traditional 
but is really plighted, or a loyalty that pretends to be plighted 
but is traditional. On another occasion I hope further to ex- 
plore these differences. 

The two types of loyalty with which I shall deal here are the 
polar ones: traditional and plighted. Even though such a distinc- 
tion is not always clearcut, it may be necessary. In plighted 
loyalty there is a hope, and a risk, to which man is not born. 
To illustrate the need for this distinction I refer to the work of 
Josiah Royce, The Philosophy of Loyalty (1908, 1916). I do 
this with some reluctance, because a complete discussion would 
require a thorough analysis of the Hegelian frame of reference 
in which Royce’s thought is set. Whatever his frame of refer- 
ence and his academic influence, however, he came to conclusions 
on the problem of loyalty which do not differ fundamentally 
from those that have influenced much of our own political think- 
ing and action decisively at one time or another. To Royce, 


44 The distinction between conversion and adhesion in religious matters is dis- 
cussed by A. D. Nock, from whom I have taken this distinction, in Conversion 


(Oxford 1933), especially Chapter 1. 
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loyalty—properly understood—can encompass the whole of moral 
teaching. ‘There is,” he says (p. 98), “only one way to be an 
ethical individual. That is to choose your cause, and then to 
serve it, as the Samurai his feudal chief, as the ideal knight of 
romantic story his lady—in the spirit of all the loyal.” * 
Ultimately, Royce’s philosophy of loyalty is bound to a uni- 
versality. In its admittedly inadequate but still fundamental 
beginnings, it demands only wholehearted devotion to a cause. 
Royce wanted to increase the amount of loyalty in the world and 
found loyalty “insufficiently prominent . . . in America” (p. 219). 
Because he felt that need, he accepted any form of loyalty to a 
cause as better than none. At a higher stage, Royce asks that the 
cause chosen be one that adds to rather than subtracts from the 
amount of loyalty in the world. His categorical imperative is sim- 
ply, “Be loyal to loyalty.” For all practical purposes, this state- 
ment identifies virtue with loyalty and loyalty itself with plighted 
loyalty. It is true that when Royce speaks of loyalty as loyalty to 
a cause, his definition of a cause as “something that is conceived 
by its loyal servants as unifying the lives of various human beings 
into one life” (p 252) is sufficiently comprehensive to include 
many traditional causes, or quasi-traditional causes, such as mar- 
riage. It is also true that the net effect of such teaching is to 
glorify plighted loyalty, since that loyalty is likely to demand the 
most intense, the most total devotion. Thus Royce can dismiss 
patriotism and other forms of traditional loyalty as “largely acci- 
dental” and exhort their unification by the principle of “loyalty 
to loyalty.” Let us illustrate loyalty to causes in concrete terms. 
The worshipper of the Black Mass has a cause, the isolated vo- 
85 Compare this statement with the analysis by Leo Strauss, “The Social Science 
of Max Weber,” in Measure, vol. 2 (Spring 1951) pp. 204 ff., especially p. 208. It 
may be said that Royce has little influence, and that again I am beating a dead 
horse. But Max Weber had great influence; and further, Royce’s analysis certainly 
came from a reading (whether correct or not) of one of the most influential books 
of modern times, Hegel's Philosophy of Right. Compare also Whittaker Cham- 
bers on Alger Hiss, in Witness (New York 1952) pp. 361-62: “I cannot hate even 


an enemy who shares with me the conviction that life is not worth living for which 
a man is not prepared to dare all and die at any moment.” 
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luptuary has none; the leader of the Communist party has a 
cause, a solitary bandit has none; the figurative or legislative head- 
hunter has a cause, the literal or aboriginal headhunter has none. 
In political terms, one who seeks what Burke calls a balance be- 
tween good and evil may pray that we should be saved not so 
much from our causeless sins as from our cause-oriented ones. 

Thus viewed, some of the difficulty in the problem of loyalty 
becomes more apparent. ‘There is a point where loyalty may 
become impossible without disloyalty. The conflict of loyalties, 
as it came to General Lee, was not an easy one, and he would 
be pretentious who would glibly dismiss it. But such conflicting 
loyalties can coexist—if circumstances do not force a conscious- 
ness of their antithesis and compel a choice—without active con- 
flict for generations. How much vaster, how much more terrify- 
ing the conflict implied in conversion: in the voice of the child 
in the garden that came to Augustine, in the reflection of 
Rousseau under an oak tree, or in the crisis that Shelley describes 
in the “Hymn to Intellectual Beauty.” To say that is not to 
evaluate these conversions. But plighted loyalty, the loyalty of 
the convert, is likely to involve breaks—breaks which pose politi- 
cal problems; and the more intense the loyalty, the closer its 
affinity with disloyalty is likely to be. That affinity is not neces- 
sary; it is problematic, but it is also probable. Every man who 
either joins or leaves the Communist party is probably aware of 
this fact. 

There is, of course, some doubt whether the ethics of loyalty, 
in Royce’s terms, actually demand the most severe loyalty. He 
speaks of chivalric loyalty, of the respect that the loyal feel for 
the loyal opposition (pp. 72, 98, 116). But that respect is en- 
tirely different from the respect that Chambers professed for Hiss. 
Chivalric loyalty is not respect for a man who is ruthlessly dedi- 
cated to what you consider destruction; it is a respect for those 
who keep the rules, even though their victory costs you something. 
I tread familiar ground when I add that this respect for the rules 
does not sleep easily beside a war for survival. The adherent 
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holds to fair play with better grace than the convert. While I 
do not think that Royce made sufficient use of distinctions be- 
tween certain kinds of loyalty, it would be unfair to regard him 
as in any sense an advocate of ruthlessness. His own imperative, 
“Be loyal to loyalty,” is partly a protest against what Hegel called 
“the self-estranged social mind.” It is intended to provide a 
healthy counter-irritant to the privacy of an atomistic society. 

It seems to be from Royce’s own fear that man should think 
himself an island that he fashioned his devotion to lost causes. 
In a sense this appears inconsistent. If the choice of a cause is 
the first evidence of loyalty, then the antithesis to loyalty must be 
not so much the choice of a disloyal cause, or disloyalty, as the 
choice of no cause at all—which in its most characteristic form 
is despair. The man who believes that nothing can be done has 
no cause to serve. The Shropshire lad has less plighted troth 
than a Dodger fan.** I find it hard to regard the Shropshire lad 
as the quintessence of political evil. Royce seems to hold, how- 
ever, that people can be enlisted to lost causes by an appeal to 
despair or something close to it: lost causes gain adherents be- 
cause they give hope to men who would otherwise have none. 
Moreover, they have a strong political impact. Without ques- 
tioning this thesis, let us consider one illustration that Royce 
uses (pp. 276 ff.). Out of devotion to the lost cause of the political 
unity of Israel came Messianic and prophetic doctrines that are 
part of the Judeo-Christian tradition—came the Messianic cause, 
never the goal of those who struggled for the political unity of 
Israel. Politically, this amounts to an exhortation to build better 
than you know. It is hard to believe that a man would devote 
his life to such an effort, that he can be convinced that a cause 
which he believes in is good not in itself but because it will lead 
to the triumph of another cause, which he does not believe in. 


8¢See Kurt Riezler, Man: Mutable and Immutable (Chicago 1950) pp. 241-42: 
“Utmost misery has no limit. The darkness into which one stares has no boundary. 
Despair isolates; he who despairs withdraws.” 
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Royce, who holds that despair ought to be considered the sum- 
mum malum, finds solace for the despairing man in a cause which 
that man could not accept. 

An attachment to lost causes and a conviction of their impor- 
tance is not confined to Royce; lost causes have played a role 
elsewhere in the American political tradition, have commanded 
the support of many good men, and have received the tribute of 
no less a person than Walt Whitman, in that amazing testament 
to indeterminate unorthodoxy, ‘As I lay with my head in your 
lap, camerado.” ** I can only repeat what I have said before: 
political inquiry, seeking the true, seeks more than a healthy 
counter-irritant. To ask whether the conscientious devotion to 
lost causes is good or true one would have to match it with the 
entirely different: devotion of the careworn statesman who finds 
a way to keep the peace for fifty years. It must be granted that 
a tradition can accept a loyalty as blind as the loyalty to a cause; 
and if a tradition is politically bad, its loyalty can be politically 
bad. But plighted loyalty is not, as such, an answer to the di- 
lemma of traditionalist thinking. He who makes an absolute 
good of either plighted or traditional loyalty tends to make an 
absolute evil of the other, thus dividing the philosophical virtue 
of non-loyalty into the twin political vices of disloyalty and super- 
stition: for if an absolute virtue is made of it, it may well be true, 
as Henry James, Sr., said, that “Loyalty bears the same relation to 
patriotism that superstition bears to religion.” ** I do not claim 
that either loyalty is unquestionably good or evil. The distinc- 
tion between the two inheres in the political problem itself, and 
summarizes—as well as I can in a few words—what seems to me 
the difficulty in Royce’s argument. 

It should be added that plighted and traditional loyalty may 
and do coexist, with the same object, in American political 

37 See also “Democratic Vistas,” in Works, Deathbed edition (vol. 2) p. 226. 


88 Henry James, Sr., “The Social Significance of Our Institutions,” in Blau (cited 


above, note 23) p. 236. 
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thought. A once plighted patriotism becomes traditional, but it 
may never altogether lose its plighted character. This is of coursé 
particularly true in American history. The immigrant plights 
his loyalty to what is chiefly a tradition and to the “causes” of 
freedom and democracy which cling to that tradition. Never- 
theless a comparison of the Declaration of Independence with the 
Gettysburg Address will show, I believe, that patriotic loyalty at 
the birth of freedom and patriotic loyalty at its rebirth have differ- 
ent complexions, 


Vv 


It can be charged that in discussing chiefly Paine, the transcen- 
dentalists, and Josiah Royce, I have not fulfilled the rather 
pretentious promise suggested by the title of this paper, and 
that charge I feel to be fully justified. I have ignored the seces- 
sionist controversy, chiefly because it has less influence on our 
thinking at present than have those doctrines that tend to merge 
loyalty and non-loyalty into one another. I recognize, however, 
that this is not the whole story. American political thinkers have 
shown real understanding of the delicate shading of the problem. 
Washington's recommendation that we eschew both “passionate 
attachments and inveterate antipathies’” for other nations, Jeffer- 
son's exhortation to be gentle in dealing with rebellion, Lincoln’s 
desire to bind up the nation’s wounds, and the prudent counsel 
of Hamilton that “the supposition of universal venality in human 
nature is little less an error in political reasoning than the sup- 
position of universal rectitude” **°—these statements indicate the 
moderation of statesmanship. The contemporary emphasis on 
political warfare makes it doubtful whether these doctrines are 
today the decisive ones, historically speaking. 

In this paper I have made a decision and I have tried to join 


8° Washington’s Farewell Address, September 17, 1796; The Complete Jefferson 
(cited above, note 18) p. 270; Lincoln, Speeches and Writings (cited above, note 3) 
p- 793: Federalist Papers, No. 76, p. 495.- 
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the issue. I have tried to express my doubts as to the traditional 
liberal frame of reference. Whether or not I am right, the issue 
should always be joined. I hope that I have done so in a way 
which, while questioning certain liberal concepts, has not par- 
taken of illiberal sentiments, which has given no comfort to the 
hunter who rids mankind of an even greater scourge than the 
terrible deer. 

I do not wish to add to the pain of those who have taken the 
hard path from conversion to recantation. But I cannot ignore 
the fact that to such travelers this political experience often im- 
plies a theory of knowledge. Silone once said in jest to Togliatti 
that the final struggle would be between Communists and ex- 
Communists. The statement is quoted by Chambers, but not 
in jest.*° If that is to be the final struggle, I personally hope not 
to be here. As used by Chambers, the statement implies that 
the ex-Communist can contribute not only knowledge but also 
dedication, and indeed purgation. For if acknowledged error 
is the only ticket to the truth, and if only he who has left a train 
knows how to ride one in the opposite direction, then the harm 
wrought by the ex-Communist is an integral part of the good he 
is able to do. He matches his lost cause against the care of 





statesmanship. 

It is against just such a concept of the process of political knowl- 
edge that the political scientist must speak, even though he has 
nothing to put in its place that is startlingly new, nothing but 
the virtue of prudence, of which even the old pagans were fully 
aware—the practical wisdom that must be the arbiter between the 
role of loyalty and the role of non-loyalty in political theory and 
action. The method of philosophy, as described by Plato in the 
Seventh Letter (341 C-D), is a long period of attendance on in- 
struction and close companionship, “when, suddenly, like a blaze 
kindled by a leaping spark, it is generated in the soul and at once 


40 Compare Ignazio Silone, in Richard Crossman, ed., The God That Failed 
(New York 1949) p. 113, with Witness, p. 462. 
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becomes self-sustaining.” Platonic conversion is a form of non- 
loyalty, but it reconciles plighted and traditional troth; it is free 
of the vanity of political conversion, and it leaves none of the 
scars that the intensely loyal and the intensely disloyal inflict on 
their fellowmen in the course of their mergers of loyalty and 
disloyalty. 

The thesis of this paper is the old and simple one that we shall 
not find our way to a society that prefers Platonic conversion to 
conversion in its more dangerous forms until we regain the un- 
derstanding that man is a political animal, that statesmanship is 
action in circumstance, and that politics is a ‘balance between 
good and evil.” 





DETERMINANTS OF 
ENTREPRENEURIAL ABILITY 


BY YALE BROZEN* 


Pid doubts were being expressed only a few years ago 
about the value of technological change, such development has 
now again been accepted as a positive social good. Low-income 
areas have become interested in improving their technology, as 
a means of improving their productivity and achieving higher 
income levels; and to assist them in this endeavor they are call- 
ing on international agencies such as the United Nations and 
the International Bank for Reconstruction and Development. 
And today, despite the doubts of the 1930's, the desire for tech- 
nological advance is as characteristic of the advanced areas of the 
world as of the underdeveloped areas. Many governments are 
sponsoring research and development programs, both through 
the investment of government funds and through favorable tax 


treatment for private investors in research.’ It is once again 
recognized that although labor, capital, and natural resources 
(which are simply one form of capital) are the factors that pro- 
duce the income of any area, this income will remain low, despite 
large supplies of these factors, unless a productive technology 


is applied. 

In improving the technology, entrepreneurs play a vital role. 
Ju the following discussion the term entrepreneur (which is 
thoroughly discussed by F. H. Knight in his Risk, Uncertainty, 
and Profit) is used to designate those persons who, in an ultimate 


* The author wishes to acknowledge grants from the Rockefeller Foundation and 
the Graduate School at Northwestern University which helped to make possible 
the research on which this paper is based. The Trusteeship Division of the United 
Nations and the United States Department of State also cooperated, by providing 
opportunities to interview informants. 

1See “Exploitation of Science by Industry,” in The Engineer (July 17, 1959) 
pp. 78-79- 
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sense, control the decisions made in productive enterprises and 
also carry some responsibility for the decisions made. For pres- 
sent purposes four different types of entrepreneurs will be dis- 
tinguished, in accordance with Danhof’s suggestive terminology. 
First, there are “innovating entrepreneurs,” characterized by their 
aggressive assembling of information and their capacity for an 
analysis of results deriving from novel combinations of factors; 
men in this group are generally aggressive in experimentation 
and quick to put attractive possibilities into practice. Second is 
the group of “imitating entrepreneurs,” characterized by a readi- 
ness to adopt successful innovations inaugurated by the first group. 
(In American agriculture of the period around 1830 these first 
two groups were often derogatorily termed book farmers.) Third, 
the “Fabian entrepreneurs” are characterized by great caution 
and skepticism (perhaps simply inertia), but they do imitate when 
it becomes perfectly clear that failure to do so would result in 
a decline in the relative position of the enterprise. And finally, 
there are “drone entrepreneurs,” characterized by their refusal 
to make changes in production formulae even at the cost of 
severely reduced returns in comparison with other like producers. 

It is clear that for technological advance the supply of entre- 
preneurs must contain a large proportion of the innovating and 
imitating, the creative, types, men who, in competitive markets, 
will push the technology of the society ahead as rapidly as it is 
economic to do so; and that in an economy characterized mainly 
by Fabian or drone entrepreneurs the sluggishness of such men 
will frustrate the attempt to advance technology rapidly. ‘Thus 
it is important to understand the conditions that determine the 
quality of entrepreneurial ability in a society. Through a study 
of these conditions clues may be discovered which could guide 
policy in the direction of generating larger supplies of the desired 
qualities. 


2 Clarence Danhof, “Observations on Entrepreneurship in Agriculture,” reported 
in Harvard Research Center in Entrepreneurial History, Change and the Entre- 
preneur (Cambridge 1949). 
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The Society's Mores. There are three main ways in which 
the mores of societies having large supplies of creative entrepre- 
neurial ability seem to differ outstandingly from those in socie- 
ties having relatively little. In Levy’s terminology these differ- 
ences arise from the manner of cognition, from the criteria for 
membership in social organizations, and from the nature of the 
substantive definition of relationships.® 

The cognitive source of differences may be regarded as con- 
cerning the rationality of a society's expectations as to its members’ 
decisions on courses of action—decisions, for example, on how to 
use capital, whom to hire for a job, how to design a product. 
A society may here be regarded as “rational” to the extent that 
it expects the objective and subjective ends of action to be 
united—in other words, expects choices to be made on the basis 
of reasoning, and in terms of attaining a maximum of an avowed 
end. A society may be regarded as non-rational in so far as it 
institutionally expects reasoning about action to proceed pri- 
marily in terms of what is justified by custom or transcendental 
powers, regardless of the empirical effects. In Nazi Germany, for 


example, Einsteinian theory was rejected not because of its em- 
pirical validity or lack of it, but because it was “Jewish.” And 
non-rationality in this sense is illustrated also by the way in which 
public power projects or publicly financed steel plants are some- 
how located in the home districts of particular government offi- 


cials, even though economic considerations would dictate their 
location elsewhere. ‘The projects are supposed to produce a 
maximum amount of power or steel, but the persons who choose 
the locations select those that assure their own tenure in office 
or personal gain of some other kind: though the men who con- 
trol these choices may well be rational, their subjective ends are 
different from the avowed ends of their endeavors. 

As regards the society's criteria for membership in its various 

3 The discussion in this section is drawn in part from M. Levy, “Some Sources of 
the Vulnerability of the Structures of Relatively Non-Industrialized Societies to 


Those of Highly Industrialized Societies,” in B. Hoselitz, ed., The Progress of 
Underdeveloped Countries (Chicago 1952). 
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organizations, these may be regarded as more or less universalistic 
or more or less particularistic. A society is purely universal- 
istic if these membership criteria are germane to the purpose 
for which selection is made, and if no individual is institutionally 
barred from possessing or acquiring the necessary qualifications. 
And a society is particularistic in this respect to the extent that 
choice is made on the basis of who a person is, instead of on the 
basis of what he can do. If family connection or political affilia- 
tion is the basis for choosing individuals for jobs in which these 
criteria are not relevant to the performance required, the process 
is particularistic. On the other hand, it is universalistic if indi- 
viduals are chosen for engineering jobs on the basis of engineer- 
ing qualifications rather than on that of friendship or personal 
connections. 

In their substantive definition, relationships may be regarded 
as more or less functionally specific or more or less functionally 
diffuse. They are functionally specific if the rights and obliga- 
tions entailed are precisely defined and delimited. The typical 
business contract is usually functionally specific, while the rela- 
tionship among family members is typically diffuse. 

The societies possessing large supplies of innovating entrepre- 
neurial ability seem to be those in which the relationships are 
predominantly rational, universalistic, and functionally specific. 
This is not surprising, since relationships of the opposite types 
obviously tend to discourage innovation. In a non-rational agri- 
cultural society, for example, where the time of planting, the 
choice of crops, the method of cultivation, and other such deci- 
sions are determined by tradition, or by supernatural powers 
exhibiting themselves in the form of omens, innovations would 
be sacrilegious and therefore unlikely to appear. Again, if posi- 
tions are filled on the particularistic basis of “who you are,” the 
best qualified persons, who might know how to improve the 
way a task is performed, will probably not be chosen. And if 
relationships are functionally diffuse, an innovator will find that 
the more he produces the more demands will be made on him 
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by relatives or officials, with the consequence that his incentive 
to innovate is considerably diminished. 

Before leaving this subject it may be worth while to quote a 
passage from a federal government study entitled The New Eng- 
land Economy (1951), wherein management weakness in the 
firms of some New England communities is ascribed to “lack of 
opportunity for individuals from all groups in the community 
to rise to supervisory positions.” On this question of particu- 
laristic versus universalistic relationships the study continues 
(pp. 81-82): “In the past, but fortunately not to the same extent 
currently, those with control in the textile and shoe industry did 
not provide opportunities for individuals irrespective of social 
groupings to attain management positions. This reflected in 
part the general social and economic stratification of our textile 
and shoe communities. We have also been told that New Eng- 
land textile firms have not and are not recruiting their reasonable 
share of able graduates from the leading textile schools. In fact, 
it has been widely questioned whether New England firms gen- 
erally are as enterprising as they should be in picking up poten- 
tial executives and supervisory talent from the local universities.” 

Religious Background. Related to the society's mores as a 
determinant of the amount of innovating and imitating entre- 
preneurial ability is its characteristic Weltanschauung. Its world 
view in terms of its goals and ethics, and in terms of its belief 
about the “rightness” of change and its ability to make changes 
or to control its fate—even, in fact, whether the idea of change 
occurs to its members—will profoundly influence its fund of 
innovating enterprise. 

Bursts of innovation have followed religious change in the 
past, as Boulding points out in the following passage: * 

. the most important innovation in any society is the idea of 


innovation itself, for this represents the Rubicon between the tra- 
ditional, stationary type of society, in which each generation 


4K. Boulding, “Religious Foundations of Economic Progress,” in Harvard Busi- 
ness Review (May-June 1952) pp. 35-396. 
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repeats the pattern of its elders, and the “economic,” dynamic 
society in which innovation becomes an accepted and profitable 
role. A strong case can be made out for the claim that the prin- 
cipal historical agency bringing about this critical change is a 
reformation (or revolution) in religion, that this liberates the 
society from its previous equilibrium. . . . Once iconoclasm has 
succeeded in the most traditional and “sacred” area of life, once 
“free enterprise” has been successful in religion, the spirit of 
innovation seizes upon all other areas of life. What in our 
western society we call the Reformation is, of course, only one 
among many. The period of rapid innovation which followed 
the rise of Mohammedanism is another and spectacular example. 
Within Christianity itself, the monastic reformations—especially 
of the Benedictines and Cistercians—paved the way for the eco- 
nomic development of medieval Europe. 


The ethics taught by a religion, its precepts regarding right 
goals and right behavior, may either assist or inhibit the growth 
of entrepreneurial activity. The Protestant ethic, with its em- 
phasis on temperance, frugality, hard work, and honesty, is justly 
credited with an important role in the flowering of enterprise in 
Western Europe. The Mohammedan ethic, which legitimizes 
misrepresentation and sharp practice, has inhibited enterprise 
in the Near East. 

Also in its influence on the amount of individual decision- 
making religion affects the development of entrepreneurs. If 
the individual is taught by his religion that he must leave theo- 
logical decisions to a higher authority, the habit of doing so may 
make him less capable of becoming a decision-maker in the 
economic sphere. Protestant emphasis on the individual's respon- 
sibility for his own salvation, and on his right to interpret the 
Bible for himself, helped create the decision-making frame of mind 
important for the development of a supply of innovators. The 
Quakers carried individual self-determination of faith to an ex- 
treme, and it may be partly for this reason that they have made 
such disproportionate contributions to commerce, industry, and 


finance. 
Social Structure. In the past, innovating entrepreneurs fre- 
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quently came from social classes or groups that were barred from 
advancing to prominent positions through the normal channels, 
such as the civil service, the military, or the clergy. The dispro- 
portionate number of non-Anglican entrepreneurs in England of 
the seventeenth and eighteenth centuries, for example, may in 
part be accounted for by the fact that Anglican church membership 
was required for advancement through the usual channels. Thus 
“early Quakers came to town for mutual support in recurring 
emergency and to escape the payment of tithes for the support 
of a professional ministry. Once there, they found themselves 
barred by law from public office, politics, and university educa- 
tion.... So they went in for iron and railways, and biscuits and 
chocolates.” ® ‘The ranks of non-Anglican entrepreneurs in Eng- 
land were also swelled by the migration of Huguenots from 
France before and after the revocation of the Edict of Nantes. 
Men of education and means, precluded from using the normal 
outlets for purposive activity, turned to the commercial and in- 
dustrial world. 

Social stratification as such plays a dual role in affecting the 
quantity of entrepreneurial ability. On the one hand, as Bould- 
ing has indicated,* “a perfectly fluid or homogeneous class struc- 
ture may not be the most conducive to economic progress. One 
of the problems of economic progress is that of encouraging 
people to become ‘innovators.’ Not only is the innovating ability 
a naturally scarce one; but even where it exists, its possessors are 
frequently unwilling to exercise it in view of the risks and trou- 
bles involved. If then, the class structure of society is completely 
fluid, so that there is equal opportunity for all to enter the easier- 
going professions, there may not be sufficient talent diverted 
into industry and trade to ensure a proper rate of progress.” 

On the other hand, historical examples of the benefits attribu- 
table to a lack of fluidity must not lead us to regard social rigidity 
as an absolute virtue. A little rigidity may help technological 


5“The Society Called Friends,” in Future, vol. 2, no. 2 (1947). 
6K. Boulding, Economics of Peace (New York 1945) pp. 90-91. 
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advance; too much may hinder it. Rigidity may be so extreme 
that it freezes potential innovators in their status, prevents them 
from sharing in the fruits of their innovations, or even punishes 
them, with the result that innovators will be unable or unwilling 
to come forth. To quote again from Boulding (ibid., p. 8g): “In 
French society before 1789, as in Russian society before 1917, 
power and property were concentrated in the hands of a small, 
pleasure-loving, and irresponsible aristocracy. Consequently, 
the creative abilities of the masses found no opportunities for 
expression; while those that had the opportunities usually had 
no creative abilities.” 

Social structure not only affects the quantity of entrepreneurial 
ability and management but may also have a marked influence 
on their type and quality. As was indicated above, the rate of 
technological advance is influenced by the kind of entrepreneurial 
ability in operation; and if the social structure is such that it 
filters into entrepreneurial ranks only those who will play a 
Fabian or a drone role, there will probably be little technological 
advance. Where entrepreneurs inherit their roles and are not 
subject to pressure from “upstarts,” aggressive innovation or 
even quick imitation is unlikely to be an entrepreneurial char- 
acteristic. Men who possess status as a birthright do not have 
the drive for success, or perhaps even the ability, that characterizes 
the new arrivals, and are likely, at best, to be Fabian entrepre- 
neurs. In commenting on the imperviousness of many New 
England executives to ideas, The New England Economy remarks 
(p. 81) that “management responsibility in the hands of third 
and fourth generations, who often do not show the ability of the 
original owners, partially explains management deficiencies.” 

In such situations the entrepreneurs are likely to strive for 
status in some other role than that of entrepreneur, and to select 
managers who can help them fulfill these other aspirations rather 
than men who can direct their enterprises wisely. Perhaps it 
is fortunate for the efficiency of American enterprises that busi- 
ness success as such usually endows its holders with social status, 
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and sometimes even political position. In nineteenth-century 
France, in contrast, “a good business was always [only] a step- 
pingstone to a career in the government service, possibly even to 
ennoblement or marriage into the aristocracy. .. . the affaire 
was never an end in itself, but the means to an end. The obses- 
sion of the entrepreneur with the enterprise as such, which Som- 
bart finds so common in America and Germany, to all intents and 
purposes did not exist in France.” * 

English experience further exemplifies this point. Social status 
was a perquisite of the aristrocracy and the landed gentry. Busi- 
ness success was a step in the direction of social status only in 
providing the means for an aristocratic education and for the 
purchase of an estate and title. British businessmen educated 
their sons in the tradition of “gentlemen,” and thereby unfitted 
them for entrepreneurial activity. To purchase the estates 
of the impoverished aristocracy they used capital which 
might have gone into their businesses. ‘They, or their descend- 
ants, appointed managers who had position rather than ability. 
The situation is summarized in the following description from 


the Economist, referring to the reasons for incompetent 


management: * 


One reason for this state of affairs lies in the extent to which 
British business management is still dominated by the amateur. 
It is only in this country that the curious profession of the 
“director of companies” still exists. There are thousands of men 
in this country who make a handsome living by sitting on a large 
number of boards and directing the affairs of companies to no one 
of which they can give more than a small fraction of their time 
and attention. Some of them, of course, are mere guinea pigs. 
Even the more reputable and hardworking, though they can offer 
their companies a great deal of sound general advice, based on a 
wide knowledge of men and affairs, remain the merest amateurs 
in relation to each one of them. That a sprinkling of such men 


7D. S. Landes, “French Entrepreneurship and Industrial Growth in the Nine- 


teenth Century,” in Journal of Economic History (May 1949) p. 53- 
8 Cited from the Economist in Machinery and Allied Products Institute, Techno- 


logical Stagnation in Great Britain (1948) pp. 33-$4- 
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would be an asset to any board is beyond doubt. But that so 
many boards should consist entirely of such men cannot be other 
than a handicap to wise, energetic, and farsighted management. 
The description of company directors in the Liberal Yellow Book 
nearly twenty years ago is still all too true today. “A director, 
once appointed, though nominally requiring re-election every few 
years, considers himself entitled to the office for life, unless he 
should choose to retire. . . . Sometimes there may be a chairman 
or group within the board strong enough to drop a useless 
director. But, generally speaking, a director would consider 
himself greatly aggrieved if he were dropped merely because he 
was elderly, useless, or without special qualifications for the work. 
It would even be considered bad form to propose such a thing. 
. .. A director on resigning frequently expects to be succeeded 


by his son.” 

Even where an entrepreneur by inheritance attempts to use 
ability as a criterion in management selection, he may fail to 
recruit innovating management if he is not sufficiently active in 
his own business to take a chance on anyone who is less than a 
perfectly safe selection. He may not recognize the value of un- 
conventional qualities and be unwilling to risk using people who 
have not been thoroughly trained for the position under consid- 
eration. For an inactive entrepreneur such an attitude is logical, 
of course, because he is not close enough to his business to be 
able to check any moves in the wrong direction that unconven- 
tional personnel may plan to make. 

An example of recruitment which is apparently based on ability 
but fails to produce innovating management is provided by 
industries that train management “from the ground up.” The 
tradition of putting all executive and engineering trainees in the 
“shop,” with the provision that they compete on equal terms with 
others (as in the United States steel industry), repels much po- 
tential innovating talent. This method of training and selection 
thoroughly indoctrinates the potential talent in the prevailing 
techniques and current views on method, with a consequent 
stifling of freshness and originality. 
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As is shown in Warren Scoville’s The Revolution in Glass- 
making, mobility of talent between industries—talent not trained 
“from the ground up’—provides a cross-fertilization which is 
conducive to rapid technological advance. A pertinent example 
is the invention of a new heavy loom in 1925: “This invention 
came from a young engineer who claimed that his success was 
because of his newness in the field, and the fact that he was not 
obsessed by tradition enabled him to plan a new type of loom con- 
struction from the floor up.” ® 

Availability of “New Men.” An adequate supply of innovating 
ability seems to depend also on the constant entrance of “new” 
entrepreneurs. Indeed, Schumpeter contends that. “innovations 
are always associated with the rise to leadership of New Men.” 
Established entrepreneurs and those who inherit the role seem 
to become Fabian in their outlook unless constantly “pressured” 
by new firms. They attempt to monopolize their area of activity, 
and if they succeed they relax in the comfort and security of an 
assured business which need not adapt and progress in order to 
provide them with a satisfactory income. This seems to occur 
especially where the social structure is such that those with status 
live in feudal style. Then the drive of entrepreneurs “to accumu- 
late and to expand their enterprises is . . . counteracted by the 
urgent desire to imitate in their living habits the socially domi- 
nant ‘old families,’ to prove by their conspicuous outlays on the 
amenities of rich life that they are socially (and therefore also 
politically) not inferior to their aristocratic partners in the rul- 
ing coalition.” ' 

Even where the social structure is not of this type, the sheer 
attainment of a high income may blunt the drive typical of “new” 
entrepreneurs. Thus a French businessman is quoted as saying 
recently: “Look, I have a nice home in Paris and a home on the 
Riviera, my sons are married and I’m happy. Why should I 

9R. S. Sayer, “The Springs of Technical Progress in Britain, 1919-39,” in 


Economic Journal (June 1950) p. 283, note 5. 
10P, A. Baran, “On the Political Economy of Backwardness,” in Manchester 


School (January 1952). 
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knock myself out to compete, to sell more and create a mass 
market—and then die of heart failure at 55 like you Americans?” ** 

In order that there may be more than an occasional innovator, 
the entrance of new entrepreneurs must be continual. Accord- 
ing to The New England Economy (p. 83), “A survey of a cross- 
section of more than one-hundred manufacturers’ establishments 
in the post-war years indicates that new manufacturing activity 
in New England grows primarily by the establishment of new 
small firms’ (italics mine). It is frequently found that worth- 
while inventions are not made use of if established firms are the 
only outlets. Since the outcome of a “‘bet’’ on a new method or 
product is very uncertain, established decision-makers—even 
those with the best interests of the public in mind—would be 
likely to turn down, and have done so, many of the innovations 
that are of major importance in our economy today. As an Eng- 
lish periodical has recently put it: * “Any public body must be se- 
lective and conservative. The history of industrial progress shows 
that radical innovations have usually been established without 
help from the leaders of the industry and often in defiance of the 
collective judgment of industrial and professional opinion. New 
industries are created by men who are ready to put their shirt on 
the horse of their choice. Established firms and State corpora- 
tions are perfectly justified in refusing to back their fancies with 
their shareholders’ or taxpayers’ shirts, for most entries for the 
industrial stakes are non-starters and also-rans.”’ 

In this connection Frank Kottke has written, in his Electrical 
Teciinology and the Public Interest: “When the innovation is 
crude and has obvious shortcomings the [leading] concern may 
be a bit too ready to conclude that the idea has little prospect of 
commercial success. It cannot be only chance that the Western 
Union interests underestimated the telephone, that the Tele- 
phone Company was slow to appreciate the possibilities of radio, 


‘1 Reported by Warren Phillips, “Notes From Europe—Summer, 1953,” in Wall 
Street Journal (August 6, 1953). 
12“*Wanted: Realism in Research,” in Future (February-March 1951) p. go. 
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that it remained for newcomers to bring out the inexpensive table 
model radio receiver, that small concerns made the first F.M. 
transmitters while a local network was the first commercial en- 
terprise to install them.” 

A final illustration of the necessity for the new man to find 
easy entry into an industry, if inventions and research findings 
are to be turned into innovations, is provided by an experience 
in the pharmaceutical industry. An American chemist, Russell 
Marker, discovered that cabeza (the Mexican sweet potato) is 
a source of inexpensive material suitable for the synthesis of 
hormones. After a futile effort to sell the technique to the 
American drug industry, Marker founded his own firm in order 
to get his research results into use. His firm not only was suc- 
cessful in using cabeza for this purpose but has since developed 
many other drugs, which it produces at a cost far below that of 
methods previously used. 

Pressure on Fabian and Drone Entrepreneurs. Where innova- 
tors are present but the other entrepreneurs fall into the Fabian 
and drone classes, there may still be little advance in the average 
technology of the society, despite the innovators. To achieve 
industrywide advance a mechanism for transmitting pressure 
from the innovators to these other two classes is necessary. In 
English industry, for example, technological leaders who can 
teach lessons to any firm in the world can be found existing side 
by side with firms that lag not only behind their own leaders but 
behind the most backward firms of their type in other countries. 
The reason for this is primarily the cartelized organization of 
these industries in England: because of the quota systems used in 
some industries and because of a strong tradition of “gentle- 
men’s agreements” in others, the technological leaders do not 
take customers away from laggard firms through price cuts or 
aggressive selling. Much the same condition exists in France, 
where firms refuse to grow more rapidly than the availability of 
retained earnings allows. 

The achievement of efficient technological advance requires, 
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then, more than a supply of innovating entrepreneurs. There 
must also be a mechanism for transmitting pressure from them 
to the Fabian and drone classes, one that will serve at least to 
convert drones into Fabians; preferably the mechanism should 
serve to convert both into the imitative type. Where drones 
refuse to convert, the mechanism should eliminate them—not 
as suppliers of resources, but as entrepreneurs—and bring new 
entrepreneurs into being. 

One danger in mechanisms for eliminating drones is that they 
may leave the innovating entrepreneur in command of the only 
or the dominant firm in his industry. An innovating entrepre- 
neur may successfully bid resources away from drone entrepre- 
neurs, but if he becomes dominant his monopoly position may 
slow the rate of advance in the industry. Preferably, an industry 
should have several innovating entrepreneurs, each also a frequent 
imitator of the successful techniques of the other innovators. A 
sufficient condition for technological advance is the presence of 
an innovating entrepreneur and a mechanism for forcing onto 
the entire industry the efficient changes he introduces; but a nec- 
essary condition for continuing advance is a mechanism for pre- 
venting domination of the industry by any one firm."® 

Incentives. A failure to accord social prestige to entrepreneurs 
as such may drain the fund of entrepreneurial ability of success- 
ful men. More important, however, in determining the supply 
of innovating entrepreneurs is the reward in terms other than 
class position which is offered for innovating activity. S. Lilly, 
in his study entitled Men, Maciines, and History, contends that 
the first industrial revolution came to an end about gooo B.C. be- 
cause of a lack of incentive for the people who mattered. Socie- 
ties had arisen in which the productive work was performed by 
slaves, who were allowed nothing more than subsistence even 
when they introduced new techniques that increased production. 


18 For further discussion of this point see Y. Brozen, “Research, Technology, and 
Productivity,” in Industrial Productivity (Industrial Relations Research Association, 


1951). 
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The classes that benefited from increased productivity had no 
contact or familiarity with production. In short, those who had 
the incentive did not have the “know-how,” and those who had 
the “know-how” had no incentive. 

Sharecropping tenantry also illustrates the effect of diminished 
incentives on the rate of technological advance. Since increases 
in output must be shared with the landlord the incentive to 
make improvements is reduced. A tenant who shares 50-50 does 
not find it worth his while to use an improved technique if the 
cost of putting it into operation is more than half of the resultant 
increase in production. A fixed rental system, perhaps with pro- 
vision for postponement of payment in bad years, would promote 
technical advance by leaving the extra production brought about 
by such advances in the hands of the people who introduce them." 

In some cases the incentive system has been so badly out of 
gear that it has seriously reduced the supply of entrepreneurial 
ability. The experience of American Indians in the nineteenth 
century illustrates how the entrepreneurial spirit may be reduced 
and even killed. Because of the disappearance of the buffalo, 
Indians were advised to establish enterprises to support them- 
selves. Many did so. But those who developed ranches and 
created farming enterprises found their lands confiscated by the 
whites when the productivity of seemingly barren land was dem- 
onstrated. The Indian soon learned that the only reward for 
enterprise was to be herded to a more remote and barren reserva- 
tion, and the tradition of the “apathetic Indian” was not long 
in following. 

Access to Resources. Even when there are great rewards to be 
won by innovation, the supply and quality of entrepreneurial 
ability may be less than optimal if those who lack resources can- 
not enter the economic arena. The entrepreneurial spirit is often 
present in persons who lack the capital to launch themselves. If 
they can save enough to assume the risks of enterprise, and are 





14 For a thorough discussion of this issue see Land Reform: Defects in Agrarian 
Structure as Obstacles to Economic Development (United Nations 1951). 














354 SOCIAL RESEARCH 


allowed access to the balance needed to found businesses or to 
enlarge their firms, they augment the supply of entrepreneurial 
ability, and can exert pressure on Fabian and drone entrepre- 
neurs. But unless potential entrepreneurs have ready access to 
capital the entrepreneurial spur to economic growth is hampered. 

This situation can be found, for example, in France. Bright 
young men of ambition, talent, and imagination, but born to 
families without established wealth and position, find the capital 
markets barred to them by their lack of family connections or 
lack of inherited business. To get ahead they must either enter 
politics or acquire an education that fits them for the professions 
or the civil service. For them, the problem of obtaining capital 
to enter business is much too difficult, and as a consequence the 
supply of new entrepreneurs is slim in France, the number of 
innovations correspondingly small. 

The difficulty of the would-be entrepreneur in France stems 
in part from conservative business tradition. Established con- 
cerns do not borrow in order to take advantage of business op- 
portunities. Security is a primary concern of the French business- 
man, and he believes that if he borrows he might not be able to 
repay and might lose his business in case of a depression. Thus, 
believing as they do that the quickest road to success is the slow 
but sure one, entrepreneurs have financed their businesses with 
their own capital, or with capital obtained from relatives and 
friends, and a tradition of borrowing as a normal method of financ- 
ing business has not developed. Since established firms do not 
seek outside capital, potential suppliers of capital to new firms 
have not been built up in the course of the normal activity of 
business. As a result, new firms and would-be entrepreneurs 
have no sources of capital except those with which they have close 
personal connections. If they lack such connections there is little 
hope for them. 

Difficulties not unlike these have been encountered in the 
United States. In the middle of the nineteenth century banks 
in some areas would lend only to commercial enterprises. Manu- 





ENTREPRENEURIAL ABILITY 355 


facturing firms found that the lack of credit facilities inhibited 
their activities and made it difficult to raise the capital needed 
to institute new methods; farmers, too, found the banks unwilling 
to lend for the implementation of soil-conserving ideas that would 
enhance the value of their farms. The impasse was not broken 
until the value of such practices was thoroughly demonstrated 
and redemonstrated. Even the practice of lending on chattel 
mortgages for the purchase of agricultural machinery was not 
accepted by banks—despite the prior example of the bankability 
of loans on trucks and automobiles—until farm-equipment com- 
panies conducted an intensive educational campaign. 

In some underdeveloped areas entrepreneurial ability is stifled 
less by lack of capital than by the inability to recruit labor. Work- 
ers are tied to the soil, or they cannot move to new occupations 
because of caste restrictions, or they are bound up in family co- 
operative systems. And even where these conditions do not pre- 
vail, union restrictions may prevent the recruitment of additional 
workers when skills are scarce. Since a new enterprise has little 
appeal to those already established in their occupations, holding 
protected jobs with established firms, the new firm finds it diffi- 
cult to obtain the skills it needs when union apprenticeship and 
color rules restrict the supply. 

Availability of “Promotable”’ People. Another cause for in- 
sufficient entrepreneurial ability in a society may be a lack of 
individuals who are ready to enter entrepreneurial ranks. A pool 
of “‘promotable” people is the source of new supplies of manage- 
ment and new entrepreneurs—with the term connoting those who 
have acquired skills, have learned to make decisions in connec- 
tion with the use of their skills, and have learned something of 
the extra skills required for managerial and entrepreneurial deci- 
sion-making. 

The middle class is usually referred to as the provider of en- 
trepreneurial seed, and it is true that areas differing in the size 
of their middle class differ similarly in supply of entrepreneurial 
ability and rate of technological advance. In Brazil, for example, 
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the state of Sao Paulo was settled by Jesuits who “frowned upon 
slavery, tried to protect the Indians, and sought to create, not 
great plantations, but permanent settlements of free men cultivat- 
ing small holdings.”** Although not completely successful in 
their aims, the Jesuits did establish the first middle class in Brazil, 
and at a time when the balance of the country had only masters 
and slaves. This may be one of the key factors in the rapid 
advance of Sao Paulo, which has over 40 percent of Brazil's 
industry. 

But the reason that the middle class is usually an entrepre- 
neurial seed-bed is that it has a larger proportion of “promotable”’ 
people than any other—people who have been promoted or have 
promoted themselves into their middle-class position, or who have 
inherited small businesses in which they have developed entrepre- 
neurial skills. Thus in functional terms “promotable” seems 
more meaningful than “middle class." Those who are in the 
middle class by inheritance of a small income are not so likely to 
be entrepreneurial seed as those who have arrived by promotion; 
even those who have inherited businesses and have acquired some 
entrepreneurial skill may be merely drones. And those in other 
classes who can be and are made promotable are as likely to be- 
come creative entrepreneurs as are many people in the middle 
class. 

Africa provides an example of conditions that stop the develop- 
ment of promotable people—methods that must be avoided if 
maximum economic growth is to be encouraged. In some areas 
of Africa government and trade-union policy reserves to preferred 
groups the right to use certain skills. Also, it bars entry into some 
of the businesses where entrepreneurial skills might be acquired 
on a simple level, for subsequent transferal to other more com- 
plex activities. And Africans are prevented from occupying su- 
pervisory positions that might fit them for higher management 
and entrepreneurial roles. As a consequence, the supply of en- 
trepreneurial talent is drawn chiefly from a restricted group, and 


15 M. L. Cooke, Brazil on the March (New York 1944) p. 57- 
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while this group supplies many persons to fill entrepreneurial 
roles, the fact remains that the restriction chokes the supply and 
slows development. 

The importance of permitting the acquisition of new skills is 
illustrated by the activities of persons who had this opportunity 
through their training in the armed forces in World War II. 
Africans who were trained as lorry drivers and mechanics have 
founded bus lines, transport companies, and repair shops since 
their discharge (fortunately, restrictions on entry into the bus 
business, imposed by government franchise grants, either were 
broken or, in some areas, were non-existent, for otherwise this 
type of enterprise, with the valuable training it has given to en- 
trepreneurs, could not have flourished). There have been simi- 
lar developments in air-freight and air-passenger operations in 
the United States since World War II. 

The positive results flowing from a program for developing 
promotable people may be seen in the work of the Arabian- 
American Oil Company.’® Nomadic Bedouins, who knew how 
to keep themselves and their animals alive in the desert but were 
ignorant of mechanics or engineering, were trained by Aramco 
for fairly simple tasks, and the most promising were selected for 
further training. Many became technicians or supervisors, and 
some became contractors on simple jobs, such as digging cellars. 
Aramco arranged for their purchase of equipment and helped 
them develop sources of operating capital. As the men gained 
experience they expanded operations and moved to more com- 
plex work. By purchasing local supplies Aramco has also de- 
veloped domestic enterprises, which have received no direct aid. 
With a growing supply of promotable people, new enterprises are 
being founded—producing items ranging from ice and laundry 
services to furniture and houses. 

The importance of promotable people in the development of 
industrialization is abundantly evident in the industrial history 


16 See E, Muller, “Social Upheaval in Arabia,” in United Nations World (Sep- 
tember 1952). 
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of the western countries. The early English ironmasters were 
chiefly contrivers of new technical procedures, not men from com- 
merce or finance, and similarly, most of the founders of the early 
nineteenth-century German industrial establishments were men 
with mechanical rather than financial skills. Other examples 
abound, not only from Europe but also from the United States. 
It was only later on that men from commerce and finance as- 
sumed entrepreneurial functions in manufacturing and agri- 
culture. 

In order to develop promotable people, industrialization pro- 
grams should lean toward certain types of organization and 
techniques of production. Because of the lack of skilled personnel 
the early stages of development may require organizations in 
which there is close supervision, but this should be relaxed as 
quickly as possible. And even the early stage of close supervi- 
sion should be regarded as one in which supervisors primarily 
train rather than merely supervise. Supervisors should explain 
why certain methods are used, and their relationship to the whole 
undertaking—should avoid simply telling people under their 
direction what to do. The difference between the two approaches 
is well illustrated by Dr. Opler’s criticism of the attitude in a 
medical dispensary set up by Americans in India: "7 


On one occasion I brought an Indian villager to a medical dis- 
pensary established by American missionaries. The American 
doctor in charge diagnosed the case as malaria and prescribed 
a course of atabrine tablets as treatment. The only directions to 
the patient had to do with when to take the pills. On talking 
over the matter with this villager, I learned that he had no idea 
that mosquitos had anything to do with malaria. He owned a 
mosquito net but used it only when the mosquitos became too 
annoying and not out of fear of contracting disease. This man 
was certainly “aided” by the services at this American clinic, 
in fact, he was cured temporarily by the treatment. But few will 
hold that this kind of technical aid is enough. The person helped 
remained unconscious of his problem and unable to prevent a 


17 Morris Opler, “The Problem of Selective Culture Change,” in Bert F. Hoselitz, 
ed., The Progress of Underdeveloped Areas (Chicago 1952) pp. 132-33. 
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repetition of his sickness. Needless to say, he could communicate 
nothing useful about the matter to others. Yet this man was 
very intelligent, quite receptive to new ideas, and a leader in his 
caste and village. It is obvious that malaria and this kind of 
treatment could exist side by side for hundreds of years. 


After the learning stage has passed, supervision should be re- 
duced to a minimum. As much decision-making as possible 
should be placed in the hands of the individuals doing a job, and 
jobs should be broadened sufficiently that individuals do more 
than constantly repeat a single robotal motion. With such help 
they will learn quickly to think for themselves, and will become 
capable of promotion and perhaps even able to found their own 
enterprises. 

In order to minimize detailed supervision this philosophy in 
itself is not enough. It must be supplemented by techniques of 
production and organization which lend themselves to minimal 
supervision. In a functionally organized manufacturing opera- 
tion—where all lathes are grouped in one center, milling ma- 
chines in another, grinding machines in another, with a foreman 
assigned to each—supervision is detailed. Each workman, un- 
der his foreman, performs a task like every other worker, and 
each foreman has only one type of operation to supervise and 
does it minutely. But with a flow organization—-where lathe and 
milling and grinding machines are in one center—the foreman 
is unable to supervise in detail, for each man is performing a 
different task. He can do little more than coordinate. As a con- 
sequence, more of the decisions on detail will be made by the 
men doing the jobs, and it has been found that in these circum- 
stances many more promotable people are developed than under 
the functional organization. The minimizing of supervision 
produces more individuals of the type that may become 
entrepreneurs.** 


18 For an excellent discussion of the way such factors as span of supervision and 
degree of specialization affect the kind of people produced, see James C. Worthy, 
“Organization Structure and Employee Morale,” in American Sociological Review 


(April 1950). 
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Foreigners. Some areas of the world have lacked an indige- 
nous supply of creative entrepreneurs but have obtained the 
benefits of entrepreneurial creativity by drawing on other sources. 
In South America, for example, foreigners seem to be sparking 
the effort wherever significant entrepreneurial activity is occur- 
ring. Philip Bradley has pointed out that “The three places 
economically most forward-looking in the whole area are Mon- 
terey in Mexico; Sao Paulo, Brazil; and Medlenna in Colombia; 
in all of which there is a significant ‘foreign’ stimulus. Over the 
long term, Argentina reveals the efficiency of such activity. Ac- 
cording to its census of 1938, 65 percent to 70 percent of 
all Argentine industries were controlled by first-generation 
immigrants.” *” 

The United States, too, benefits from the activity of foreign 
entrepreneurs, having had the advantage of constant importations 
of people during the nineteenth and early twentieth centuries 
who had the entrepreneurial spirit and replenished the supply 
already built up here. Innumerable instances could be cited, 
such as the migration of Samuel Slater with the secrets of cotton 
manufacture, and of the Schofields with the plans for woolen 
mills; in the nineteenth century a group of German families 
migrated to the United States who founded breweries, printing 
plants, and optical, chemical, and piano factories. 

When a society cannot generate an indigenous supply of en- 
trepreneurs it may have to depend heavily on foreigners for its 
development. How necessary this may be is shown negatively 
by the example of Mexico. As Bradley points out (p. 40), Mexico 
made immense progress in industrial development between 1900 
and 1910, but then “a revolution, xenophobia, and a distrust of 
foreign capital called a halt to this march of progress. And in 
the years which followed Mexico has been a classic case of arrested 
development.” 

Entrepreneurial Security. Perhaps the most important influ- 


19 Reported by R. Wohl, Change and the Entrepreneur (Cambridge, Mass., 1949) 
p- 41. 





ENTREPRENEURIAL ABILITY 361 


ence affecting the supply of innovating entrepreneurs is entre- 
preneurial security, though security is not perhaps the right word, 
as it must consist as much of freedom as of protection. What 
is needed is protection from unnecessary, inhibiting risks, but 
also the freedom, or obligation, to take “the ordinary and legiti- 
mate risks of doing business.” These are the “risks of investing 
in the wrong places—risks of demand changes, of technical ob- 
solescence in plant facilities, and of guessing badly only because 
too many others guessed the same way.’’*° 

Entrepreneurial security is sometimes misinterpreted to mean 
protection from competition. Where this sort of security is pro- 
vided, whether by the state or by other organizations—through 
allocating quotas and preventing the entrance of new firms, or 
permitting entrance only under certain conditions designed to 
protect firms already operating—the supply of entrepreneurial 
ability will decline in quality. Artificial restrictions on entry 
to industry lead to a decline in the proportion of innovating and 
imitating entrepreneurs. As was pointed out above, the supply 
of entrepreneurial ability seems to require refreshing with “‘new 
men” to maintain its vigor and creativity. 

Sometimes entrepreneurial security is interpreted to mean 
that existing firms should be guaranteed a floor price for their 
products, as in the French wine industry or in American agricul- 
ture. This type of security, too, leads to decadence. It prevents 
the weeding out of drones and Fabians and, since controls on 
entrance are usually instituted sooner or later in order to reduce 
unmanageable surpluses, it prevents the entry of “new men.” 

The security required for the development of maximum en- 
trepreneurial activity can only in part be provided by the state. 
The state can prevent banditry, make property secure, stabilize 
tax rates and aggregate demand, and prevent aggregations of 
power so large as to reduce an entrepreneur’s freedom of action. 
Primarily, however, entrepreneurial security must rest on public 
acceptance of entrepreneurship as good. If the public regards 


20 Henry C. Simons, Economic Policy for a Free Society (Chicago 1948) p. 146. 
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every change in price or wage rate as an iniquitous action taken 
by a “greedy” entrepreneur or ipso facto as the consequence of 
collusion; if it regards entrepreneurs as fair game in any dam- 
age suit, feeling that they should be “involuntary Good Samari- 
tans’; if profit is thought of as “unfair” or as something that 
comes only from buccaneering activity; if the employment of 
labor is regarded as exploitation—then entrepreneurial activity is 
likely to languish. 

People in general must feel that they have a stake in permitting 
entrepreneurs maximum freedom, and that both parties to a 
trade can benefit from the transaction. Only then is it possible 
for there to be the security necessary to an adequate supply of 
entrepreneurial innovation. This might be summed up by say- 
ing that people must realize that “the straightest, perhaps only, 
road to social security is via entrepreneurial security.” 7 


In brief, then, it seems clear that since innovating and imitating 
entrepreneurship can and does advance a society's technology, 
while Fabian and drone entrepreneurship frustrates advance, the 
development of conditions that will generate and maintain a 
supply of creative entrepreneurs is essential for promoting eco- 
nomic growth. The first step in this direction seems to be to 
obtain people who are not bound by the traditional patterns of 
the society, and this has generally meant either foreigners or per- 
sons from minority groups that are not permitted to participate in 
the traditional patterns of achieving social success. The Chinese 
in Malaya and Burma or the Indians in Tahiti and East Africa 
exemplify the role played by foreigners; that played by minority 
groups is illustrated by the Protestants in seventeenth- and eigh- 
teenth-century England or by the Parsees in India. 

Outsiders to the tradition of a society cannot or will not func- 
tion, however, if their rewards for entrepreneurial activity are 
not safe, or if tradition opposes such activities as buying and 


21 W. T. Easterbrook, “The Climate of Enterprise,” in American Economic Review 
(May 1949) P- 329- 
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selling for a profit, lending and borrowing, or making decisions 
of any kind on the basis of pecuniary measures. If an employee's 
wage cannot be reduced when his productivity declines (as in 
Italy, where employers are not permitted to reduce either wages 
or the size of the work force), or if—because of legal or ecclesi- 
astical regulations rather than because of entrepreneurial error— 
services must be provided at prices that fail to cover costs, then 
entrepreneurs cannot function and their activity will fail to start 
where it does not exist and will wither where it does. In gen- 
eral, the greater the amount of regulation of entrepreneurial 
activity by means other than competitive markets, the smaller the 
supply. 

But avoidance of government regulation—assuining that social 
regulation can be provided by competition—is only the negative 
side of the problem of generating innovators. On the positive 
side, governments can take steps to ease the problem of raising 
capital. The passage of laws relating to securities, to rights of 
security holders, and to business structure—laws that are con- 
ducive to a flow of capital from suppliers to users—is important to 
the development process. Provision of capital, if the capital mar- 
ket is very imperfect, is another important aid. Probably the 
greatest impetus to the private flow of capital into enterprise can 
be given by the creation or publicizing of conspicuous examples 
of successful profitmaking. It may be that a ready grant of access 
to natural resources would not only develop conspicuous examples 
of profitmaking but also provide enterprises with natural capital 
that could subsequently be turned into other kinds of capital. 

Where other measures have failed—such as supplying informa- 
tion about opportunities, enacting favorable tax and property 
laws, and providing capital—non-entrepreneurial organizations 
such as governments may themselves undertake enterprises. This 
is not the place to discuss the proper sphere of government enter- 
prise; it is of course indisputable that there are certain spheres, 
such as national defense, where only governments can provide 
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services efficiently. But where a government enters a sphere that 
might be served by private activity, it should do so with the atti- 
tude of the promoter who starts a business but does not intend 
to stay in it. Once the enterprise has been started, entrepreneurs 
should be found, or trained if necessary, to take over. The 
existence of such enterprises in private hands may inspire imita- 
tors. But if a government enterprise remains in an industry, 
operating under government aegis, entrepreneurs will be un- 
likely to feel that it is worth while to enter the industry and 
compete with an enterprise having such special status. If they 
do enter, they will look only for a quick profit, since circumstances 
of this sort are inauspicious for any hope of a long-run position. 
In this situation a society desiring growth will not have the bene- 
fit of the activities of large numbers of creative entrepreneurs, 
and it is likely to grow less rapidly and at greater cost than it 
otherwise might. 








BOOK REVIEWS 


ADAMS, HENRY CARTER. Relation of the State to Industrial 
Action and Economics and Jurisprudence. {Edited, with introductory 
essay and notes, by Joseph Dorfiman.] New York: Columbia Uni- 
versity Press. 1954. viii & 182 pp. $3. 


It is probable that most present-day economists would be forced to 
confess their unfamiliarity with the writings of Henry Carter Adams 
(1851-1921), and that many would do so without embarrassment or 
regret. This timely reprint of two of Adams’ essays will, it is earnestly 
to be hoped, help to revive interest in a scholar who deserves our 
attention for reasons both moral and intellectual. 

Adams was interested in some of the largest problems of conamercial 
society, including the central one of the meaning and worth of laissez 
faire and how best to preserve the free order of life to which laissez 
faire is ancillary. The immediate occasion for his concern was the 
pressure upon society which his contemporaries felt to emanate from 
the labor problem and the monopoly problem. The fact that we 
today are more likely to be moved by the problems of employment or 
development should not blind us to the durable virtues of his specu- 
lations. He began with a forthright evaluation of laissez faire, which 
he interpreted literally—and accurately—to mean the minimization, 
as a matter of principle, of the government’s control over economic 
activity. He found laissez faire wanting, on several grounds: as the 
institutional matrix of competition it conduces to a lowering of the 
moral level of economic life; it causes society to lose the benefits of 
state-owned monopolies; and it leads to a critical undermining of 
the powers, efficiency, and morality of the government. 

This seems like very strong fare. But one of the deepest merits 
of Adams’ scholarship is the judicious temperance with which his 
strongest convictions are displayed. He did indeed have strong con- 
victions, but he held to them without doctrinairism. Nor did he 
shirk responsibility by merely seeing the virtues of all sides or dwelling 
upon the complexity of things, although he knew that there is virtue 
on all sides and that things are complex. It is impossible in a brief 
review to do justice to the fairness with which he handled his mate- 
rial. The reader should see for himself how Adams’ broad solution 
incorporated that quality. He argued that laissez faire and statism 
both err, the one in regarding government activity as in itself bad, 
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the other in regarding it as in itself good. The truth is that there 
is no simple presumption in either direction; a society safely anchored 
to the rock of our traditional liberties may use public or private 
institutions to do its work, the choice depending upon intelligible 
circumstances and not upon a doctrinaire view regarding “state 
functions.” 

Adams’ essays contain many strokes of prescience and understanding. 
For a sample, the reader is directed to his comprehending remark on 
the historical merger of social principles, that is, on eclecticism as the 
space between entities that occupy the entire universe (pp. 127-28). 
Again, his comment on the destruction of the symmetry of govern- 
ment “by the unwarranted extension of its legislative functions” 
(p. 125) will scarcely fail to produce a reverberation in contemporary 
ears. 

Not all of Adams’ distinctions were profound and not all of his 
analysis is necessarily correct. But neither is all the virtue of this 
book to be found in its distinctions and its analysis. An emphatic 
word must be said concerning the character of Henry Carter Adams, 
as it is reflected in parts of Professor Dorfman’s valuable introduction. 
Adams studied abroad, and he conceived and expressed opinions which 
exposed his reservations as to laissez faire. These threatened to ob- 
struct his academic career. At one crucial point he dispatched to 
President James Burrell Angell of the University of Michigan, where 
his hopes then lay, a letter (pp. 37-42) that shines with a great honesty 
and courage. Without truculence, as without fear, he abided by his 
convictions. Without shuffling he conceded himself to have been 
mistaken in important respects. And without emotion he wrote a 
defense of his own actions which is an exemplar of academic decency. 
It is good to read that he received the appointment. It is also good 
to read that he was allowed to become useful to the nation as a federal 
employee for twenty-four years. 

Professor Dorfman has edited this attractive volume with the au- 
thority of a scholar eminent in the field of American economic thought. 
He has provided an introduction well stocked with useful informa- 
tion, and has selected writings that deserve to be restored to notice. 
Readers will sense their debt to him and to the officers of Columbia 
University and its Press who made possible the publication of this 


book. 
JoserH Cropsey 


College of the City of New York 
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ZELLER, BELLE, ed. American State Legislatures. New York: 
Thomas Y. Crowell. 1954. ix & 294 pp. $3.50. 


Exactly how political controls work in the field of American state 
government is a question that defies ready answer because the subject 
has remained remarkably obscure, despite some outstanding recent 
explorations. This is an odd situation in a federal system which is as 
widely accepted on its abstract merits as is ours. If the eggs are not 
to be put all in one basket, must we not turn a searching eye upon each 
of the caretakers of the several baskets? As for the states, the matter 
can never be simply one of rights. More fundamentally, it is one of 
competence, as was pointed out almost twenty years ago by Henry W. 
Toll, pioneer in interstate cooperation. But the problem reaches 
even beyond competence, in the sense of reasonable assurance that 
things will get done with ordinary efficiency. For there still looms 
doubt in the public mind about the hands that are likely to have 
first choice among the eggs in the basket. Thus the realities of state 
politics deserve to be given high priority on the agenda of political 
science in the United States. 

This book was planned in recognition of such an order of priorities. 
It is the report of the Committee on American Legislatures of the 
American Political Science Association, and has been ably edited by 
Professor Zeller in her capacity as chairman of that committee. With 
becoming modesty the committee calls the outcome of its four-year 
analysis ‘‘a first step’’ toward raising state legislation to a higher level, 
leaving ample room for further case studies in many areas. Although 
the committee has looked at the lawmaking bodies in terms of 
machinery and procedure rather than in terms of structures of power, 
the report repeatedly delves into basic aspects of state politics. In its 
character as a “comprehensive survey of existing practices,” the report 
will prove very useful as an authoritative reference to both the state 
of things in forty-eight capitols at the midcentury mark and what a 
working group of informed observers proposed to do about it. But 
the book is equally welcome as a source of suggestions for productive 
research on whose government state government is. 

Some bare implications on this point come alive when one reads: 
“Although a great number of lawyers and farmers continue to serve 
in our legislatures, businessmen predominate” (pp. 70-71). What would 
be more significant, of course, would be to know more about the 
political, economic, and social perspectives that prevail among this 
type of businessman. A fair guéss would be that for the most part he 
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is not the metropolitan type. With respect to the notorious under- 
representation of the urban areas, the committee remarks that “failure 
to reapportion fully after a census is the rule and not the exception 
for too many of our states” (p. 44). In view of the very uneven load 
between the legislative committees, with some in control of the bulk 
of the session’s business, there is an increased tendency toward inde- 
pendent action on the part of individual committees, “each a law unto 
itself with irresponsible power” (p. 97). Is it a mere coincidence 
that published journals of what is going on, both in committees and 
on the floor, are virtually unknown in state legislation? Is it a coinci- 
dence again that in so many states a large variety of special purposes 
are bolstered by the establishment of separate funds, which often 
defeats effective budgeting and general accountability? 

Perhaps it is like saying the same thing in different words when 
the committee stresses the fact that “the type of two-party system 
operating in national politics is found in not many more than a third 
of the states” (p. 192). Assuming that in this respect no significant 
change will take place, it might be indeed not too profitable a task to 
press for the adoption of the detailed recommendations put forth 
by the committee. Sensible and moderate as these recommendations 
are, they could easily be twisted in unexpected ways in an unsympa- 
thetic environment—as suggested in the committee’s story about the 
tightening of Georgia's lobbying law, which in effect drove the lobbyists 
underground but left them evidently as active as ever (p. 222). 
Actually the committee takes the bull by the horns by declaring a 
strengthening of party responsibility “the fundamental basis of all 
legislative improvement in the United States” (p. 213). With this 
pronouncement the committee openly sides with the tenor of an 
earlier report of the Committee on Political Parties of the American 
Political Science Association, entitled Toward a More Responsible 
Two-Party System (1950). 

One of the strongest sections of the book deals with the progress 
and prospects ot the movement toward providing state legislatures with 
professional assistance, including that furnished increasingly by legis- 
lative counciis. Here is something that has all the appearance of a 
success story, thus far. Short of party reform, this movement may 
well be the opening wedge to achieve such invigoration of popular 
rule in state legislation as may be possible to attain in the present 


circumstances. 
Fritz Morsrein MARx 


American University 
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LOWIE, ROBERT H. Toward Understanding Germany. Chicago: 
University of Chicago Press. 1954. viii & 396 pp. $6. 

A renowned American anthropologist here deals with the complex 
civilization called Germany. His book has apparently been written 
with a dual intention: one is clearly expressed in its title, and the 
other is no less clearly stated in the text. The author, himself of 
Austrian descent, stresses the second: a study of “the social psychology 
of the ‘Germans’ during the last two centuries” (p. 3). Rejecting any 
“racial” definition of “the Germans,” he makes language his basic 
criterion and thus includes in his subject matter the Austrians and 
the German-speaking Swiss. In fact, both these peoples contribute 
considerably to the variety of phenomena discussed, and the Swiss, in 
addition, serve occasionally as a kind of natural control group. 

Lowie spent a year and a half for “field study of German social 
psychology,” working under a grant from the Wenner Gren Founda- 
tion for Anthropological Research. Special topics that he investigated 
were family life, the position of women, the class system, particularism 
and centralism, Nazism and democracy, and the Jewish question. He 
used an “ethnological” approach, based either on direct observation 
or on “suitable informants.” ‘The latter source he regarded in the 
broadest possible sense, including in it present-day German intel- 
lectuals, persons contacted at random, and writers of all descriptions: 
writers of “letters to the editor,” writers of fiction, biographies, and 
journalistic reports, foreign authors of books on Germany, German 
authors of books on other countries, collectors of anthologies, and 
writers of previous comparable studies. 

Lowie has attempted to “separate what is distinctively German” 
(p. 30) from “traits” that are often said to be German yet are shared 
by other peoples as well. It is to his credit that in this he has refrained 
from constructing a universal “German type,” and has paid atten- 
tion to the great variety of regional and class differences as well as 
to historical changes. Thus he counteracts effectively the conven- 
tional stereotypes, and especially those of recent vintage. 

With its range of topics, its wealth of historical material, and its 
delineation of social differentiations and regional varieties, the book 
is of very broad scope. This, of course, imposes a certain restraint 
upon the critic, but certain essential shortcomings of the approach 
may be summarily mentioned. The “historicai” part of the book 
remains an anecdotal collection of references to literary sources, both 
fictional and biographical, and while the material offered is both 
interesting and relevant, it does not fall into a coherent picture. The 
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treatment of contemporary problems conveys a better impression, 
so far as the material goes; it is somewhat astonishing, however, that 
the author’s own observational contributions seem negligible in com- 
parison with those of his “suitable informants.” Lowie’s selections 
from the literature convey a number of impressionistic pictures. Al- 
though the book contains abundant information for a social psy- 
chology of “the Germans,” it does not offer even the outline of such 
a social-psychological analysis. And in the comparison of alleged 
German “traits” with those of other peoples, the reader finds a num- 
ber of interesting and possibly pertinent notes but no substantiation. 

While the book falls short in such respects, it remains a valuable 
contribution “toward understanding Germany.” Lowie has carried 
out the first of his intentions in an intelligent and challenging man- 
ner. In so far as he hoped to destroy the propagandistic stereotypes 
of “the Germans” by confronting biased assertions with some of the 
evidence, he has done a remarkable job. His examples are well chosen, 
concern essentials, and provide substantiated answers to some of the 
questions Americans may ask with regard to a people turning from 
foe into a potential ally. 

Hetmut R. WAGNER 


DICKINSON, ROBERT E. Germany: A General and Regional 
Geography. New York: Dutton. 1953. xx & 7oo pp. $10. 


Ever since the era of von Humboldt and Ritter, in the late eighteenth 
and early nineteenth centuries, Germans have been foremost among 
the contributors to modern scientific geography. But until the 
present work by the British geographer Dickinson, no study has 
been available that examines the work of German geographers with 
reference to Germany, the area in which their ideas were primarily 
evolved. Of special interest is the inclusion of geographical thought 
in Germany since 1933, of which the author writes: “it is remarkable 
that much academic work continued, and that much geographical 
literature of outstanding value appeared in this period” (p. viii). 

Drawing on much new German material, Dickinson discusses in 
detail the human habitat in Germany, such as the pattern of the evolu- 
tion of fields, farms, villages, towns, and states. These intensive 
explorations of man’s basic spatial relations set the stage for the 
subsequent discussion of the regions of Germany. Rather than relying 
on the distribution of physical phenomena to indicate regions, 
Dickinson uses the patterns of spatial, social, and economic relations 
to establish sections into which Germany may be divided in order 
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to observe the totality of spatial phenomena. In this way southwest 
Germany, for example, is characterized as a specific mixture of old 
villages (Altsiedlungsland), isolated hamlets (Streuweiler), and newer 
forest villages (Waldhufendorf), with a general absence of common 
pasture. This mixture of types of villages is further characterized by 
definite patterns of land utilization, numbers of inhabitants, and rela- 
tions to local centers. Agricultural specialization, such as cultivation 
of vines, and industrialization also have characteristic effects on the 
settlement pattern of this region. 

The author thus establishes definite human-use regions that can be 
compared with other regions. While the concept of such regions is not 
new, Dickinson in effect combines the ideas of Christeller and other 
social geographers to produce a sound geographical discussion of the 
regions of Germany which are so significant in European history. In 
general, classifications of geographical regions have served only 
academic or teaching purposes, but with the work of Dickinson and 
others, regional concepts may soon be sufficiently advanced to assist 
in the demarcation of boundaries that have administrative if not wider 
political significance. 

Dickinson's section on regional variations in the political attitudes of 
the German people (Part V) forms a most illuminating corroboration 
of the regions observed by criteria of spatial, social, and economic rela- 
tions. But geographical aspects of Germany's relations with other 
countries are somewhat neglected. This may be due to the generally 
extremely nationalistic views of German geographers and the resulting 
lack of satisfactory sources for an exhaustive discussion of this kind. 

Dickinson’s book is outstanding in showing the content and scope 
of regional geography, in which all the factors that interact in space 
are marshalled and analyzed. Unfortunately this major work of 
geographical scholarship is overburdened with material, which makes 
its reading rather difficult. But understanding of the arguments is 
facilitated by Dickinson’s method of constant references to maps—a 
practice that other writers on geographical subjects would do well to 


follow. 
ALEXANDER MELAMID 


NELSON, GEORGE R., ed. Freedom and Welfare: Social Patterns 
in the Northern Countries of Europe. Copenhagen: Ejnar Munks- 


gaard. 1953. xiii & 539 pp. $6.50. 


Sponsored by the ministries of social affairs of Denmark, Finland, 
Iceland, Norway, and Sweden, this book deals with the ways in which 
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the northern European peoples grapple with problems of labor and 
of community life. Their efforts, we find, have taken three different 
forms: government action, the collaboration of individuals in organi- 
zations, and the collaboration of organizations themselves. Here, in 
a volume that represents the joint work of representatives from all 
the countries concerned, is presented the story of cooperatives, hous- 
ing, trade unionism, collective agreements, settlement of labor dis- 
putes, social security, public health, and welfare work—not only their 
historical development but also their present status. 

It is clear that many valuable experiments have been made, and 
that many successful solutions have been found, even though some 
problems of an industrial age are still not solved. The gaps and 
inadequacies as well as the achievements are fully discussed. As a 
survey of social patterns and social activities in the countries of 
northern Europe the book has great value, for its completeness and 
for its impartial and judicious presentation. 

FRIEDA WUNDERLICH 


MANNHEIM, KARL. Essays on Sociology and Social Psychology. 
[Edited by Paul Kecskemeti.] New York: Oxford University Press. 
1953. Vili & 319 pp. $6.50. 

With this collection of essays the publication in English of all the 
shorter works of Mannheim is completed. The present volume, which 
combines three papers written in Germany before 1933 and six that 
originated later in England, fills out the picture of Mannheim’s intel- 
lectual development, and throws additional light on the main shifts 
in his philosophical and social outlook which occurred in the early 
part of the 1920's but were especially evident in the first years of 
his exile. 

The volume opens with Mannheim’s doctoral dissertation (1922), 
a brilliant beginning concerned with a “structural analysis” of logi- 
cally possible types of epistemologies, here still interpreted in terms 
of the a priori assumptions of underlying logical or ontological and 
psychological thought systems. Even in this context, however, 
Mannheim stressed the conditions of a “historical possibility” for 
the “realization” of logically possible epistemological systems, 
thereby preparing for his later transition to thoroughly historicistic 
interpretations. 

The second essay is an English version of “Conservative Thought” 
(1927), presenting the “structural analysis” of an ideological thought 
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system. This is, by far, the author’s most empirical study, and the 
test case of his theoretical sociology of knowledge. 

In the center of the volume are three papers concerned with the 
basic tasks of sociology. The first, an appraisal of Stuart A. Rice’s 
“Methods in Social Science,” was written in 1932 and exhorts Ameri- 
can sociologists to abandon their “methodological asceticism” and to 
recognize the necessity of general sociological theory. The second 
essay in this group, on German sociology (1934), contains a plea for 
preserving and cultivating the “spiritual constellations” which the 
intellectual emigrants had salvaged out of the collapse of the Ger- 
man republic. Mannheim faced here the nihilistic consequences of 
a historical relativism, as demonstrated by National Socialism: a 
historicist position, in order to be acceptable, must be linked to a 
“moral obligation’”—a contention in which Mannheim indicated his 
decision to anchor his social views in ethical and eventually religious 
grounds. The third of these papers (1936) defines “The Place of 
Sociology” in methodological terms. What had been for Mannheim, 
when he wrote Ideology and Utopia, an all-embracing orientation of 
historical change and fulfilment was now reduced to a methodological 
instrument. Sociology was to be “structural sociology,” consisting of 
“statics” and “dynamics” and otherwise representing the kind of “gen- 
eral social science” earlier positivists had aspired to establish. 

This type of sociology remained the operational basis for the final 
essays, which are devoted to a “sociological psychology.” Here, in 
papers covering the years from 1936 to 1940, Mannheim used the 
concepts of “social forces” and “social mechanisms” as counterbal- 
ances to psychological and especially psychoanalytical orientations 
applied to the interpretation of human behavior in the modern social 
setting. In a paper entitled “On War-Conditioned Changes in our 
Psychic Economy” (1940), he opposed the notion of psychoanalysts 
that sociological studies should be confined to small group areas, and 
strongly recommended that individuals and small groups be treated 
“in correlation with the comprehensive mechanisms operating in the 
society.” Trained sociologists, he maintained, could discern the effects 
of these mechanisms in a manner similar to that in which trained 
psychoanalysts “can elucidate the effect of the various ego mecha- 
nisms” (p. 247). The “final goal” is “to ascertain the mutual relation- 
ships between individual mechanisms and the social mechanisms 
impinging upon them” (p. 249). 

Mannheim’s basic interests, however, were focused not on cognition 
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but on social change. Therefore he complemented the concept of 
“social mechanisms” by that of “social techniques,” which comprise 
all the possible “means of influencing fundamental attitudes and 
opinion” (p 256). Social planning, Mannheim’s ultimate concern, 
appears as the task of manipulating “social forces” in such a manner 
that “any sphere of enforced or spontaneous conformity” can be “bal- 
anced by institutionalized freedom . . . in well-defined areas in life” 
(p. 285). To the problems of this “institutionalized blending of con- 
formity with freedom” Mannheim devoted all his later efforts. In 
this he was guided, as Kecskemeti formulates it in his introduction, 
by the conviction that “we must adopt a value position . . . outside 
the stream of history, in order to direct that stream into safe channels” 
(p. 6). 

The present volume thus provides a condensed view of Mannheim’s 
final social-philosophical and political orientations, thereby enhanc- 
ing our understanding of his mature studies on social reconstruction. 

HeLMutT R. WAGNER 
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